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That's Ford Country. 



OFFICIAL TRUCK OF illl NASCAR 





The Most Powerful, 
Most Complete Line of Trucks 
Ever Built Ford Tough: 




FULL LINE OF TRITON 1 1 POWER: 

The 215-hp or 235-hp Triton V8 and the 265-hp 
Triton V10 The iirst and only line of van engines 
to provide a fail safe cooling system. 



ECONOCARGO/ 
RACKS AND BINS: 

Econoline can be ordered with your choke ot the 
EconoCargo protection system or racks and bins 
Whichever suits your needs 



econouni; : 

The most popular lull size win m America lot 
the past 19 years. America's come to depend 
on i( because it s Built Ford Tough. 



Visit our Website at www. ford vehicles torn /work mitks. cSSn 
oraM I 800 258 I ( >RI > K~M 



Paperwork is not a necessar 




£vil in a small business. It's just evil. 




Microsoft Office has software that reduces paperwork so you 
can actually work. Outlook \ for example, comes with e-mail and helps 
you organize your day by giving you things like a calendar, a note 
pad and a place for your business contacts. Say goodbye to paper 
clutter and hello to smooth efficiency. 

Microsoft Excel, a spreadsheet program, and Word, a word 
processor, have built-in templates so you can easily create letters, 
faxes, Invoices and purchase orders without leaving your computer. 
Then send them quickly via e-mail without licking any stamps. You II 
not only save time, but probably a few trees as well. 

Getting rid of paperwork lets you get the day-to-day grunt work 
done faster, leaving you more time to do business. After all, Isn't 
that what you set out to do in the first place? 

We'll send you our small business Information packet when you 
call 1 800-60SOURCE. It's full of relevant, pertinent advice to help 
you succeed. 

We make software to meet your small business needs. And It all 
starts with Windows . Everything fits seamlessly together to form a 
digital nervous system so your business is ready, willing and able 
to deal with what's around the corner. 

Less paper. More clean desks. 
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tices of employees who receive tips, 
.U—tWtUoy H* //> Fnon Th IRS 



MANAGING 



34 Putting A Lid On Conflicts 

You want your business to sizzle — hut imi 
to boil over with internal battles. Here's 
how to strike a balance. 



53 Women And Uncle Sam 

Some women-owned firms are finding 
wavs to increase their federal contracts. 



SMALL BUSINESS TECHNOLOGY 



46 Beyond Number Crunching 



The latest 
firms mar 



;oftw:ire cm help 
Talinns. 



49 More Help For Electronic Filers 

Software for doing taxes; cures for I^t V 
ailments; devices for keeping in touch 



As malls' appeal fades, independent stores 
are resurging downtown and elsewhere. 



FRANCHISING SPECIAL GUIDE 



59 The Perfect Franchisee 

An informal survey of the industry sheds 
light on ideal candidates 1 desirable traits. 



LEGISLATION 



66 Slates Plug In To Deregulation 

While Congress mulls retail electricity 
deregulation, 16 states have approved it. 



FAMILY BUSINESS 



72 A New Way To Reach Students 

Forging campus connections; dealing with 
a spouse's concern* 



POLL RESULTS 



70 Lawsuit Dangers 

The overwhelming majonn of respondents 
to the February Where I Stand poll think 
frivolous lawsuits an* a pmhlem 



WHERE I STAND 



71 On Workers' 
Compensation 

Kxpn-ss your vim on \ 
which insi«i lniMni-vsi-4 : 



ft* 



n\\ fraud 



ENTERPRISE 

36 Raking In 
Blue Chips 

Challenge* are 
the ingredients 
of triumph for 
national Blue 
Chip Enterprise 
MM such as 
Margxiret 
McEnLre 




Nation's Business April 1998 



VOL. 86, NO. 4 



Editor's Note 








Pel-care providers Any and Ikmm 




Phutkrit, ttuttunj uther\ offer }X*r$) 




fttf fmit.s tor sucrrss Fntuclusiua, 


Page 59, 


DEPARTMENTS 



6 Leners 

8 Dateline: Washington 

Entrepreneur's Notebook 
12 Managing Your Small Business 
67 Classified Ads 
80 Making It 
82 Direct Une 
84 Editorial 



Cover Design Hans A Baum 



in U S A 




Is Your Company At Risk? 

Like many other programs in-^ 
tended tohelp people, workers' 
compensation insurance is marked 
by a degree of abuse. While now 
and then an employer may be the 
jwipetrator of workers' comp fraud, 
mi ire often than not he or she is the 
victim. Is your comiiany among 
those that have been cheated— or 
could be? 

Senior Associate Editor Steve Blakely, pictured above, describes in 
t fafc an mill's cover storv how the workers' comp system is abused. He 
looks at the extent of fraud, why it's so pervasive, and what employers 
can do to prevent it. TWe article, one that every employer should read, 
liegins on Page 14. 

If you've considered owning a franchise but aren't sure whether you'd 
be suited for such a business, you may want to read "The Perfect 
Franchisee," beginning on Page 59. It could help you decide if a fran- 
chise is righi for you. 

If your company employs workers who receive tips, see "Keeping 
Track Of Tip Income," starting on Page 31. 

These are just two of the many 
features in this Issue designed to 
help employers run their busi- 
nesses better. 
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Readers interested in the stories 
But successful entrepreneurs have 
to tell should see our feature on the 
1998 national honorees in the Blue 
Chip Enterprise Initiative. The program honors small businesses that 
have overcome obstacles and emerged stronger. In "Raking In The 
Blue Chips," beginning on Page 36, Senior Editor Michael Barrier 
« .files these outstanding businesses. (Pictured above left are the 
, , m n anies' owners with the trophies they received at the recent an- 
nual meeting of the l'.S.('hamlH'r ..f Cmnmi-rnM 

Fbr details on how to have your company considered for the 1999 
auank see the information in the box at the bottom ol I age 41. 



Mary Y. McElveen 
Editor 
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Would You Sue Grandmom 
Over Scalding Coffee? 

I Regarding "lawsuits Gone Wild." 

f *H your February cover story: The sys- 
tem is set up so that one set of plaintiffs* 
lawyers can fight the other set of defen- 
dants lawyers. It is interesting to note that 
those being sued have enough money to sat- 
isfy any judgment In other words, the 
issue isn't 
so m uch 



aUw! 




redressing a wrong as it is about extorting 
money through settlements in which the 
party being sued pays to avoid further legal 
expense. 

Even if you are being sued maliciously or 
wrongly, you pay to avoid further expense. 
Is this justice? 

If the woman who was awarded $2.7 
million in punitive damages after she 
was burned by McDonalds coffee had 
had the same problem with her grand - 
mothers, her husband's, or her local 
charity's coffee, would she have sued? I 
think not. Only those who can settle get 
targeted. The cost to society is abhor- 
rent 

pitxtrick Datxtk 
Woodland Hill*. Calif 

Clients Share The Blame 

* ^ There seems to be a glaring omis* 
sion in James P. Economos' catalog 
of villains responsible for excessive law- 
-nits biters, March! 

He states: The United States is a 
country with too many lawyers, but it is 
also a country with too many laws that 
give those lawyers a license to steal H 

V\V should all be aware that behind 
every rapacious lawyer is a rapacious 
client attempting to get something h<> or 
she doesn't deserve. 

Without such clients, no lawyer would 
be able to pursue contingency-fee litiga- 
tion. 

Edwin Lt ri 
Englewwtdy NJ. 



The Threat Of Punitive Damages 

1 am a small-business man who pays 
his taxes and obeys the law. I try to 
set a good example for my employees, and 
our business attempts to set a good exam- 
ple for the community. All of the good work 
from my office, however, gets lost when ir- 
responsible journalists distort the truth 
and engage in yellow journalism. 

Your February cover story is a classic 
example of how the American people can 
be misled by a publication that is at- 
tempting to brainwash them to believe 
its agenda—that is, that lawsuits are 
going wild and businesses are collapsing 
as a result. 

Responsible and honest studies have 
demonstrated that there has been a de- 
crease in lawsuits, not an increase. The 
main litigants are businesses that sue 
other businesses. The only way to protect 
American consumers is to allow them ac- 
cess to lawyers. 

The threat of punitive damages against 
a company that engage* m illegal and rep. 
rehensible conduct is the only true tool > i l 1 1 
available to the American public. 
Roger A Z>re//- 
Attorney At Law 

Dreijen BabicK Bnccnla & Callaha n* 
Sanvtncntfi. Calif 

Make Losing Plaintiffs Pay 

In reference to the February Where 
I Stand poll's Question 3 ("Should 
plaintiffs have to pay vour legal fees if thev 
sue you and loseD, it seems that some 
people will sue at the drop of a hat because 
I trial lawyer says he or she will handle 

the ca>e lor ;l pn TftflllW W tf llie award or 

setilement Plaintiffs who km their law- 
suits an? out nothing, but the defendants 
an out their legal fees plus their time. 

Plaint tfi who lose their cases should be 
made to pay all the defendants* legal fees 
plus compensate them for ihm time [ In- 
lieve this would stop a lot of frivolous law- 
suits. 

John F. Krnx<\ Owner 
Lvxintjton i omm it nicotian* 
Lexington, Xvk 



Ethical Principles 
On The Road Of Lite 

rjjj^ It was refreshing to read "Doing 
- * The Right Thing- | MnrchI I do mv 
best tn tnlln,., \\ : ,,- t . , t local principle-* in 
leading my business. 
Well over 20 years ago, I read u quite 
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from a preacher. "Integrity is whnt you do 
with your fast-Food garbage while driving 
down an old country road, at night, by 
yourself" 

I have never forgotten it. It applies to all 
areas of life: marriage, children, and busi- 
ness. 

I believe that if you can do what's right 
on that old country road, the big tempta- 
tions are easy to conquer. 
Mark Rcosbtrk, Owner 
Lnji mi Windows for th< Hi sf 

Las Vegas 

Freedom Of Holidays 
Is Not A New Idea 

Allowing employees to choose holi- 
days is not a new concept [ Manag- 
ing Your Small Business, February). I did 
the same thing 25 years ago at my New 
York City firm, Eagle Graphics. Inc. 

In 1973 1 had a multicultural staff and a 
client list that included Wall Street invert* 
ment firms and banks. We 
ottered them service 
24 hours a day, seven 
days a week. And 
their holidays did 
not coincide with 
ours in many 

I solved the holi- 
d;i\ problem 
by offering 
employees 
12 days off 
each year 
with pay, 
over and 

above sick 

time and va- 
cation. There 
was no list from which to 
choose, but they were required to give at 

le.ist two week- not Hi- 
ll worked out well For example, tome 
chose time »>ff ,it rhnstm;^. Mime for 
Hanukkah, and some during Ra- 
madmv -and one Buddhist took ufT on 
his birthday. 
A.M. War, 
Dinrtor 

littxiiwxx Owner* liixttlnh 
Hridyi iidI- • \ / 

Fast-Track Authority: 
It's More Than Just Trade 

JO Fmi -track authority fur the pres- 

— _j „i,„, n.-.-.|.-i l»> , '" in 
Promoting export* ti> umn ' " 

\nu! ,n lu l< noted i > .«t« hoe VVa>h)»0,' 

ton, January!. . , . # 

A Free Trade Area of the AmenCM 
'PTAAi ata would improve o*»mereini 
pnicticw and farfrr better awpa*** 00 




even oilier i»ue that we t;uv in this Hemi- 
sphere. 

As an example: For a decade, the United 
States has railed against Argentina's pi- 
rate drug industry, which costs our phar- 
maceutical firms a half-billion dollars in 
So-! sales annually. European firms lose, 
too, and European I 'mon official* are join- 
ing the chorus. 

On the day the United States is ready to 
negotiate an FTAA, Argentina will need to 
bring its patent law up to world standards 
as a condition of joining the FTAA. Without 
&flt-track authority, that will not happen. 

Similar examples abound in areas be- 
yond intellectual property. With the hemi- 
sphere's largest and most innovative econ- 
omy, and as its largest trader, America 
would gain more than others from a pact 
that opens markets and raises commercial 
standards. 

It s time for the president to rejoin 
the fray, and for Congress to get the 

M< rrwk t ifiv/ 
Preside nt 

Alexis de fbcquerille Institution 
Arlington* Va. 



Kudos For Review 
Of The Mac Platform 
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Macintosh platform as a system for 
small business [Small Business 
Technology. December] is ab- 
solutely correct 
4 ' it i« refreshing to read an 
jm honest review from a maga- 
zine that is still concerned 
about the truth of the tank 
being discussed, as opposed to 
simply relabeling some company's press 

releases, , r 

The Mac platform also proves one o\ 
the founding premises of American bu«- 
neu: Competition produces superior 

products. 
Kuhrrl Johnson 
president 

Johnston Design Associate* mm 

Town to 

YonainronimnnwnUwdh Nation's Busi- 
ness via: 

Mml 1 .titer* loth hhUn; 

N:U.n>n'- Kusinejv- 

M5HStmUS.W. 

Wntlontttot, OA 



yh rtmnic mail: edittnvt nbmaticow 
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Flowing Fraud m\ 
In Workers Como 

Ai iii. il wills Mn>njjer Laws, new resuurces. 
and a tmipher altitude, emplnyio* and 
their insurers are striking hack against 
this costly brand of cheating. 

Surplus Mania 

Willi the approach of federal revenue 
surplus the nation i> faring economic 
decision* unseen for a feneration. 

Lawsuits Gone Wild jm 

Ycmr firm can )»■ devastated it a ma] 
lawver and a dH'nmtled employee file a 
lawsuit. Take steps to protect yourself. 

Is Tour Company 
Keening Pace? 

JU v I ^.n.m.iaiflWi if*ex[>et'ted to 

continue— at a slijrhtly abated rate— in 
P.Httv I'.ut sustained irrrnvtli has* created 
new challenge* lor small laiMiiessc!*. 

Computer Crime WW 

The em of electronic innocence is aver. 
Kirtris must protect themselves against 
li>sses from computer hackers, thieves, 
druses — and employees. 

The Heat Is On 

Small firms arc under increasing pressure 
to ibAvlup Mler phMhict> faster just to 
ivTuaim^mh'titive; here areste|»s that 
niinf , ; irile> canfnllMW ln.|iin "ken th. |uuv. 

Call toll free 1-800-597-7363. 

1 # K nier the article nuiniwr 

O Enter your credit card numlH»r 
£* m (Visa, MC, American Exprew) 

O Knter voor i'a\ liimilM'i V»»ur 
Om article Hill arrive within minute*. 
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EMPLOYMENT 



Democrats Bid To Raise 
Hie Minimum Wage 

The push is on again to raise the 
federal minimum wage — this time 
from the current $5:15 an hour to 
$6.65 by September 2000. 

The proposal for an increase was 
introduced by Sen. Edward M. 
Ken nedy of Massachusetts, the se- 
nior Democrat on the Senate Labor 
and Human Resources Conirnitiee. 
The Clinton admiiustration is en- 
dorsing a $1 increase, to $6.15 an 
hour by September 1999, 

Under either plan, the minimum 
wage would gel an election-year 
boost this September of 50 cents an 
hour, to $5.65, just one year after it 
was raised to $5.15 from $4.75. 
That increase and the one preced- 
ing it — which raised the wage to 
$475 from $4.25 in October 1996— 
were enacted in 1996, 

Kennedy proposes two more 50- 
cent increases, in September 1999 
and September 2000. Clinton 
would provide one mor e 50-cent in- 
crease, in September 1999. 

Kennedy fired the opening round 
of the wage-hike drive in a December 
speech at the National Press Club m Wash- 
ington: "I am optimistic that we will succeed 
because Republicans have learned that it is 



HEALTH CARE 



Patient Protections Ordered 
For Medicare, Federal Workers 

In a bid to get private-sector employers to 
follow suit. President Clinton on Feb, 20 is- 
sued an executive order to establish the pro- 
tections in his proposed health-care 4 M1 of 
rights 1 * for all 75 million Medicare recipients 
and the 9 million federal employees and 
their families covered by other health plans. 

The president directed federal agencies to 
adopt the new standards by the end of 1999. 

The health-care bill of rights, which Clin- 
ton endorsed in November, would create 
minimum standards and protections to 
which all patients would be entitled, ( See "A 
Bill Of Rights' For Patients/ January.) At 
press time, the president's plan for all pa- 
tients had not been introduced in Congress. 

In issuing his executive order, Clinton 




Rep. Gingrich Sen. Kennedy 

How The Federal Hourly 
Minimum Wage Has Grown 



October 1938 .S0.2S 

October 1939 0.30 

October 1945 0.40 

January 1950 0.75 

March 1956 1,00 

September 1961 1.15 

September 1963 125 

February 1967 1.40 

February 1968 t.M 

May1974.....2J0 

January 1975 2.10 

January 1976 2.30 

Proposed by Sen Edward M Kennedy, D-Mass., and Presidem Clinton 
Proposed by Kennedy 



January 1978 2.65 

January 1979 2,90 

January 1980 ......3.10 

January 1981 3.35 

April 1990 3.80 

April 1991 425 

October 1996 4.75 

September 1997 5.15 

September 1998' 5.65 

September 1999* 6.15 

September 2000".. .6 J5 



SOURCE U.S. DERWTTMENT 0* LABOR 



I dangerous to resist a Democratic increase 
in the minimum wage in an election year. 5 ' 
Clinton agreed in mid-February to support 
the $1 increase over two years. 



urged Congress to set the same standards 
and protections for the nearly 180 million 
Americans with private health coverage. 

Congressional Republicans and insur- 
ance-industry executives criticized Clinton's 
action and sharply disputed the White 



THE ENVIRONMENT 



Clinton s Clean-Water Program 

President Clinton is proposing a new clean- 
water program that would curb waste 
runoff from farms and other sources. 

The plan, unveiled hv Clinton Feb. 19 at 
Baltimore's Inner Harbor, would be a $2.3 
billion effort over five years to further re- 
strict, discharges that the U,S. Environmen- 
tal Protection Agency says are the major 
sources of contamination in rivers and 
Likes. The proposal, requiring congrcs- 



Any proposed increase, however, 
is strongly opposed by the Republi- 
can congressional leadership and 
various business groups, most no- 
tably the U.S. Chamber of Com- 
merce. Chamber President and 
CEO Thomas J. Donohue and 14 
other business-association leaders 
wto t;e Clinton to protest his pro- 
posal, saying a higher minimum 
wage could hurt efforts to move 
welfare recipients into paying jobs: 
"These jobs are threatened by 
mandated increases in the entry- 
level wage. It would indeed be 
ironic if employers were forced to 
Curtail the employment of former 
welfare recipients due to a govern- 
ment-required increase in the cost 
of entry-level jobs." 

Meanwhile, House Speaker 
Newt. Gingrich, R-Ga., addressing 
a Chamber audience in February, 
echoed those concerns by saving 
that the proposed increase would 
hurt, the "Tiard-core unemployed," 
especially black and Hispanic 
teenagers. He added: ^People most 
in need of a job will actually l^e hurt 
by the president's proposal* 
The outlook in Congress for Ixiosting the 
minimum wage is uncertain, but in an elec- 
tion year, many lawmakers may be reluc- 
tant to vote against it. —James Wowham 



House claim that the extra protections lor 
federal workers will not create significant, 
additional costs for the government 

Some of the protections already are pro- 
vided in various government health pro- 
grams. Stephen HhkrUj 



sional approval, would add to restrictions 
under the Clean Water Act of 1972, cur- 
rently up for reauthorization in Congress, 

Among other things, the Clinton program 
would set tougher federal rules lor pollu- 
tants found in fertilizers, sewage, and ani- 
mal waste, and it would require state and 
local governments to come up with plans to 
reduce such pollutants. The plan calls for 
creation of 2 million miles of filter strips of 
grass and trees along riverbanks to act as 
pollution buffer zones. — Stephen Blakehj 
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Mattes UPS Price Jump 

P«Jerai Expm* Corp., MMn I 

Sendee of America Inc., !uid li wUf nta 
™*« for domestic deliverlw by 3» to 4ft 
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Oh no. Not again. 
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First UPS raised prices. Now FedEx \ Our price is still S3- Time to switch to Priority Mail' 



1 and save. 



1-800-THE-USI 

•Priority Mi 
from $7.50 to S 



IPS ext. 2003 http://www.usps.gov 



1 UNITED STA TES 
POSTAL SERVICE® 



We deliver. 



Mail avoraae delivery of 2-3 days Price comparisons based on Priority Mail up to 2 lbs. vs. Mb. putted rates for FedEx 2DajT 
j S 1 0^0 Tnd UPS 2nd Day Airlm $775 to $11 C1998 U.S. Postal Service "€1998 Dow Jones & Company, Me. Al rights mnied. 
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Delegating Duties 
The Right Way 



By 



Basil Bewotd 



For most of my company's 12-year his- 
tory, I subscribed to the idea that 
doing something right meant doing it 
yourself. 

This philosophy kept me directly in- 
volved in every aspect of the business, 
from personally handling both large and 
small sales to going in early every morning 
to make sure that the- distribution process 
was going exactly the way I wanted it to 

go- 
When Greg Silvers and I started our 
Miami-based office-supply-distribution 
company together with our wives, my tak- 
ing the lead in every aspect of the business 
made sense. 

Greg was working another job, and com- 
peting with the office-supply giants made 
it imperative that we establish a firm iden- 
tity that reflected the way we wanted to do 
business. 

But as Apricot Office Supplies & Sta- 
tionery, Inc.. grew — we now have 26 em- 
ployees and $7.5 million in annual sales- 
it became increasingly clear that a growing 
business can't be fully nurtured by the ef- 
forts of a single individual. 

That meant I needed to loosen my grip. 
For entrepreneurs in similar situations, 
here are some suggestions that can help 
make for a smooth handoff of power: 

Temper yourself. When you realize 
you need help running the business, resist 
the urge to cast off responsibilities in a 
rush. 

First, create the structures necessary for 
successful delegation of tasks. Likewise, if 
you promote an employee, add responsibil- 
ity gradually This gives you time to grow 
into the role of coach while you determine 
how much responsibility an employee is 
ready to take on. 

Delegate specific tasks. Five years 
into the business, when Greg made the 

ttrtsij Bernard is pivsidetit of Apricot Office 
Sr' f >i>!><s a; Stationery, /«c in Miami He 
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sights on Parting or running a business are 
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transition to working partner, we agreed 
that his sole focus at first would be to ex- 
pand our largest and most prized 
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Giving r« rtoin ivxfxtnsihifities to empknjx 
tin d iUts it flrmard to handle other as- 
fx'ctx of his office-supply distribidxmhip. 
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count — a job I couldn't handle while I was 
doing everything else. 

With any delegation of duties, being spe- 
cific about the scope of responsibilities and 
authority is key to a successful transition. 
Be direct about expectations and estab- 
lished practices, making sure you explain 
not only how things should be done but why. 

Choose individuals carefully. To 

grow "your way,* you might need someone 
who can replicate your efforts. Choose peo- 
ple you trust who have the ability to meet 
or exceed your expectations. 

Stand by those you choose. Change 
takes time, and both you and your employ- 
ees must adjust to the new link in the 
chain of command. 

Mike your support and confidence mi I fir 

new manager evident, even when you're 



playing mediator. Be respectful but firm in 
reiterating to employees the authority you 
have delegated, especially if you see em- 
ployees trying to make an "end run," 

Communication is a two-way street. 

Delegating isn't about sweeping change. 
Nor is it about doing things exactly the 
way you've always done them. Try to 
maintain a balance: Recognize when your 
appointee has a better take on something 
and remain open to hearing what he or she 
has to say. 

Not everyone is a manager. Someone 
may be great at specific tasks but not good 
at managing others in completing those 
tasks. 

Unfortunately, there's no sure-fire way 
to know that until a person is placed in a 
managerial role. If a shift in authority isn't 
working, consider a further change in per- 
sonnel before you take back the responsi- 
bility 

Make use of the freedom. When I re- 
alized that the employee who helped me in 
the early mornings w r ith distribution did a 
good job without my telling him what to 
do, 1 stopped handling distribution. Em- 
powering him gave me time to attend to 
other aspnls of the company during those 
hours 

That's one of the greatest benefits of del- 
I egating: It lets an entrepreneur see the 
whole picture mslcad of just small pieces 
of t he puzzle, M 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

UJHHT I LEARNED 

Esta blish ing struct it res 
and choosing carefully 
can help avoid fumbles 
when you Vr handing off 
authority. 
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When Quaker State wanted to 



control costs, they chose the 
biggest name in transportation: 




The people at Quaker State think 
Pat Franz is pretty slick. Pat specializes 
in transportation solutions at Ryder By 
customizing Quaker State's distribution 
system, he helped them free working 
capital, control costs, and dramatically 
increase productivity 

At Ryder, you'll find lots of people like 
Pat-people who make it their mission 
to help companies like Quaker State, 
Club Car, and Ace Hardware become 
more efficient and profitable. 

Want to know more? Visit us at 
www rydercom or call 1 800 RYDER OK. 
ext. 629 It's time you got to know us on 
a first-name basis. 



Pat Franz 

Customer Dtwlopoienr 
Manager 




flydar Transportation 
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I 800 RYOffl OK 
www ■7der.com 
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Managing Your Small Business 



Raising the stakes in down times; bringing in repeat 
customers; the rules on service animate. 



By Thorn an Love 



QUALITY 



Sometimes Better 
Is Better Than Cheaper 

A natural reaction to a downturn in busi- 
ness is to cut prices, reduce costs, and hope 



Carmelo Mauro, who runs Carmelos 
Italian Restaurants in Houston and 
Austin, Texas. 

When Texas was hit by a recession in the 
mid-1980s, "I had to be a rebel and go 




When Texas was hit by a recession in 1 iusos, ( v»w/o Xlnnmhitckerf rmm nlionol think- 
htg by mixing prices — and quality — at his Italian nstanntttt.s in Houston tutti Ansf ot. 



that customers will sense a bargain and 
come through the door 

But there's another way to compete in a 
down market, a way used successfully by 



SHIPPING 



It Pays To Check Out 
Your Freight Forwarder 

Small companies lose more than money 
when they fail to pay attention to how 
their products are shipped. Relations with 
customers can suffer, too, if goods are late, 
damaged, or missing. 

One way to prevent problems is to keep 
close tabs on your freight forwarder. 

Bill Moultrie, president of Airgroup 
Express, Inc., a freight forwarder in 
Hellene. Wash., says that these an- some 
of t he things you should expect from a for- 
warder: 



against the trend. I didn't want to follow 
everybody else," he says. Rather than try- 
ing to compete on price, he decided to com- 
pete on quality and invest for the future. 



■ It regularly recommends ways to im- 
prove your product flow and routings. 

■ It has an information system compati- 
ble with your firms. For example, the for- 
warder provides information rapidly, accu- 
rately, and in a user-friendly way; the 
company does not generate nonessential 
imports. 

■ It is financially secure. Make certain 
the forwarders cash flow is sufficient to 
pay vendors in a timely way, and check the 
firm's credit rating* 

Owners of companies that ship goods 
should visit their forwarders' taSW offices. 
Are they well-maintained? Is electronic 



So, while other restaurants were cutting 
prices, he raised his. While others w r ere of- 
fering more-limited menus, he enlarged 
his and used costlier ingredients. And 
while others were paring their wine lists, 
he expanded his, adding expensive 
French selections. 

"In no way could I compete with 
the large Italian-American pizza 
chains and their $3.99 buffets/ 1 
Mauro says. "I marketed quality to 
attract a specific clientele, the only 
ones who could afford to eat out any- 
more and did not want to eat at a 
mass-volume restaurant, 

"Even in the worst economy there 
are people making fortunes, just as in 
the best economy there are people 
failing" he says. +, I offered an owner 
who personally greeted people at the 
door and worked the floor. We offered 
the decanting of wines, live accordion 
music, and a menu featuring lobster, 
beluga caviar, calamari, escargot, 
and black fettucini, I brought back 
the forgotten elegance of tableside 
cooking.* 

For his commitment to quality, he 
was named a 1997 honoree in the 
Blue Chip Enterprise Initiative, an 
annual program that recognizes 
small firms that have oveirome chal- 
lenges. Its sponsored by Massachu- 
setts Mutual Life Insurance Co. 
I known as MassMutual — The Blue 
Chip Company), the U.S. Chamber of 
Commerce, Nation's finxinexs, and "Firsl 
Business* the Chambers weekday morn- 
ing television news show. ■ 



equipment in proper working order? Is 
there a general air of competence and gocxi 
organization? Because forwarding involves 
managing logistics, these aspects can be a 
good indication of the quality of service 
that can be expected. 

Finally, see if the manager of the office 
where you consign your cargo is interested 
in your business. Does he or she respond 
when you call with an urgent problem? 

The freight forwarders employees, in- 
cluding senior officials, should be inter- 
ested in your freight even if you ship rela- 
tively small quantities, >;i\> Moultrie. 

—Kobe tin Ma yuan} 
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BUILDING RELATIONSHIPS 



Hanging On To Customers 
When The Bottom Falls Out 

If your company takes a downturn, it 
makes good sense to concentrate on your 
most valuable asset— your loyal customers- 

John D. Stites II, president of J&S 
Construction Co. of Cookeville, Tenn.. took 
this approach, and it saved his company 

The mid-1980s were a boom time for 
J&S, which was expanding rapidly. 
Revenues, payroll, capital investment, 
overhead, and expectations were soaring. 

Then the economy entered a recession, 
and the construction industry was hit 
hard. Many projects were put on hold as 
hanks and other financing sources tight- 
ened their lending requirements. 

The recession s impact on J&S was dra- 
matic. Growth ended in 1989, and rev* 
enues subsequently collapsed, plunging 
more than 66 percent from 1989 to 1991. 

Stiles took the obvious steps. The work 
force was reduced through attrition and 
voluntary layoffs, capital and overhead 
commitments were restructured, and ex- 
pectations were re-examined and rede- 
fined, "We began to take a professional ap- 
proach to an industry without a lot of 
professionalism,* Stites recalls. 

While searching for a way out of the hole 
I he company was in, Stites noticed that 
one salesman was doing quite well despite 
the economy's condition. He discovered 
that 85 percent of the man s sales was to a 
small group of repeat customers that he 
had been serving for some time. 

"These people knew he had a personal 
interest in what they were doing," Stites 
says. "We wondered if we could apply this 
to the company as a whole and found that, 
yes, we could I mild those relationships " 



CUSTOMER ACCOMMODATIONS 



You Must Serve Customers 
Who Have Service Animals 

Most small-business owners know that 
federal law prohibits discrimination 
against blind customers with guide dogs. 

But it is not as widely known that the 
1990 Americans with Disabilities Act 
i ADA..*, which requires accommodation of 
people with disabilities, also protects any 
animals trained to assist the disabled. 

Animals — not just dogs — have been 
trained to alert deaf people to sounds, re- 
trieve objects for people with mobility dis- 
abilities, and perform other tasks. 

Under the ADA, service animals must be 
allowed into sections of a business open j 1 1 
the public, even establishments such as 
restaurants and hospitals, which generally 
would not permit animals. 

In practice, according to the U.S. 
Department of Justice, the animals can he 
maided from those areas only when the\ 
would pose a "significant health risk.* 



IS 



The company set out to create a level of 
professionalism unmatched in the Lunstnit- 
tion industry. Stites says be dedicated him- 
self and his company to offering customers 
no less than quality workmanship, reliabil- 
ity, schedule adherence, competitive pric- 



Stites' relationship-building approach to 
business resulted in his being named a 
\997 honoree in tin- Blue Chip Enterprise 
Initiative, which honors companies that 
have overcome challenges. Sponsors of the 
program are Massachusetts Mutual Life 




Taking a personal interest >>< mMum h* V <i Jas < ruination ( out o) « Wr, my* 
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ing, attentiveness, technical ability, and a 
safe work environment 

Stites 1 approach worked. The company 
turned around, and last year revenues ex- 
ceeded the previous high, set in 1969, 


Insurance Co. (known as MassMutual— 
The Blue Chip Company J, the U.S. 
Chamber of Commerce Wj/ - Hushh m, 
and "First Business," the Chambers week- 
day morning television news show. ■ 






MR TIP 



The ADA pre-empts local health regula- 
tions and state laws unless their protec- 
t ioi is for the disabled are broader than the 
federal laws. 

A business may require a service ani- 
mal's owner to remove the animal from the 
premises if it creates a "fundamental al- 
teration*' in the business by for example, 
begging for food or barking, says Susan L 
Duncan, a coordinator for the Delta 
Society based in Renton. Wash. The sori- 
et\ was eMahhshed to promote iheeotuvpi 
of animals helping people improve their 
health, independence, and quality tflife 

However. Duncan points out that for an 
animal to be removed legally, its behavior 
must be worse than that which would be 
tolerated of a person. For instance, a whin- 
ing dog couldn't be evicted if it were not as 
loud as screaming children who were per* 
mitted to remain. 

For more information, contact the Delta 
Society at 1-800-869*6898 or go to 
mmdettasochtif 'tiy on the Internet, ■ 



Relevance In Retailing 

Internationa! accounting and c on su ltin g 
Gnu Ernst & Young says a retailer can 
rise above the crowd in the marketplace 
by focusing on one of the key attributes 
| Hied below The companies cited are 
among those that the firm says exem- 
plify those qualities. 

Price/value: Offering superior value 
every day oo every item I Wal-Mart >. 

Service: Always treating consumers 
well, often with highly personalized atten- 
tion (Nordstrom). 

Product: Offering the best and most in- 
novative products in the sector served 
(Williams Sonoma). 

The experience: Making each visit a 
unique experience (Disney Store and 
Planet Hollywood). 

Access: Located on every street corner 
in their neighborh<H>d and known for 
convenient hours (Walgreen, Dunkin* 

Domiis.rv.S' re 



14 



Nation V Business April 1998 



COVER STORY 



Fighting Fraud 
In Workers' Comp 



Ihj Stepltea Blokely 




A SUSpiciOUS rash v by uuf of Timothy 

Jam* commuter tkivm led too landmark convic- 
tion of the employee for nwrkern' eomf^nsatiionfmud 




The Cost Of Fraud 



Property Casualty Insurers Losses From Fraudulent Claims. 
1985 1994 In Billions Of Dollars 



Workers' Compensation 
Automobile Liability 
Automobile Damage 
Homeowners 
Muftiple-Peril 
Fire 
All Other 



Timothy Jans, co-owner of 
Cook-DuPage Trans porta 
tion Co. in Chicago, still 
bristles at the memory of 
the scam that almost worked. 
In just six months in 1995, one 
of his commuter- van drivers 
had four nearly identical rear- 
end traffic accidents that re- 
sulted in very minor damage to 

the van but very major irwur- 

ance claims, including claim* 
for workers compensation. Each time, the 
driver complained of a hack injury and col- 
lected insurance payments while off the job 
Jans recalls that "something smelled 
Mw r rh<- -Invrr- rash of mmrv 




claims. "People talk, and we picked up that 
(the suspect driver! wasn't n ilK hurt S. 
we aim plained to our insurer because our 
premiums had been going up," Jans savs 
GodtfEMftlg 1 s insurer, Fremont (om- 



pensation Insurance dnmp of 
Giendale, CaHf,« has a reputa- 
tion for aggrt^ssivenm in fight' 
ing workers 1 comp fraud. The 
company quickly put the "in- 
jured" driver under video sur- 
veillance, and i i i mux wen: 
confirmed: The driver was 
working secretly as a tow-truck 
operator while getting workers' 
comp payments to stay home 
With a Ixid hark —a scheme 
that not only bilker! the insurer but also coat 
Cook-DuPage sharp increase* in its mMir 
a nee nrtaiuum^ 

They caught him on videotape trying to 
i:H a tow on a small ear that v^as parallrl 
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Armed with stronger laivs, new 
resources, and a tougher attit ude, 
employers and their insurers are 
striking back against this costly 
brand of cheating. 



parked." recalls Jans. "He goes k-hind t he 
car f bends down, and physically shoves it 
out of the parking space—by himself! Its 
great video " 

That ironclad evidence made workers 1 
comp history in Illinois. The driver was 
convicted and served about a month in jail 
for felony insurance fraud. It was the first 
time in Chicago that a worker had been 
prosecuted and imprisoned under the 
stall's worker-' rump law. according i<> 
Fremont < ompensation. 

Fremont Compensation. <»n k'half of 
Cook DuPage, then petitioned the Illinois 
workers' comp board to thn>w out the 
claim, allowing the insurer to lower the 
company's premium. This marked the 
first time an employer got the state board 
to purge a fraudulent claim from its work- 
ers" comp accident record immediately. 

For Cook-DuPage, a local commuter 
service that Jans and his two brothers 
founded in 1975, the case "really sent a 
message" and paid off in n lug way dans 
says. With 140 vans and 200 drivers, the 
company has had no suspicious worked 
comp claims since 1995. It also is paying 
$250,000 less in annual workers" comp 
premiums than it was three years ago, 
largely liecause the fraudulent claims by 
the one driver were erased from its record. 

As dans can testily a single incident of 
workers' comp fraud can have serious fi- 
nancial consiliences for a small busi- 
ness. But his story also demonstrates that 
employers, insurance companies, and 
prosecutors — armed with stronger laws, 
new resources, and a tougher attitude— 
ED?e fighting hack successfully 

The crackdowTi on fraud is a major rei 
son why workers" comp costs have been 
falling in recent years. 1 For clonals. see A 
Crisis Past." Page lfi.j The decline is es 
peri ally remarkable Inn/a use fraud in the 
workers' comp system is a huge and Sin- 
gled problem that involves not only work 
ers and employers but also doctors, 
lawyers, and othei-s. 

"There's no quest ion that weVe become 
more aggresarve w at combating all types 
of workers* comp fraud, says Kok-n 



Injuries Covered 
In Paid Claims 
Under Workers 1 
Compensation, 1996 



Location Of Pain 




Hip. 
Pelvis, 
Or Thigh 



OShaughnessy, a senior fraud investiga- 
tor for The Hartford Insurance Group in 
Hartford, Conn*, referring to both his com- 
pany and the industry as a whole. "It's cer- 
tainly more difficult to get away with 
fraud than it used to be," 

Ihe True Costs Of Fraud 

Although insurance fraud is sometimes 
called a Victimless" crime, it hurts a lot of 
people in many different ways. Honest 
workers with legitimate injuries often feel 
they are under suspicion by co-workers or 
managers just for using the workers' comp 
system as it was intended 

Fraud is also expensive. It raises busi- 
nesses insurance premiums, can reduce 
productivity, and can even threaten a 
company's survival. Other employees may 
be forced to pick up the slack of a malin- 
gering co-worker jobs may have to go un- 
filled; pay raises or profit-sharing gains 
may suffer as revenue is lost. Insurers and 
law-enforcement agencies spend large 
sums to detect and fight fraud 

rilimately. I he costs of workers comp 
fraud an* passed on through increases in 
insurance premiums paid by the compa- 
nies that must buy the coverage. The re- 
sult is a huge — if not readily apparent — 
economic burden on employers 
For the insurance industry, the cost of 
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fraud in workers 1 camp claims is about S" 
bUHon a year, according to estimates by (he 
Nationa] Insurance Crime Bureau (NICB ) 
in Palos Hills, H1 M an industry-financed 
anti-fraud organization, and by the Insur- 
ance Information Institute in New York 
City, a aimmunications organization 
sponsored by the property and ca- 
sualty insurance industry. 

In fact, workers' comp in re- 
cent years has been the largest 
source of fraud within the prop- 
erty/casualty insurance sector, 
accounting for more than one- 
third of property/casualty fraud 
losses, according to a 1996 analysis by 
Conning Insurance Research and Publica- 
tioas in Hartford. (Workers comp is classi- 
fied as property/casualty insurance — not 
health insurance— because it provides com- 
mercial liability coverage.) 

"Fraudulent claims in workers* compen- 
sation easily outstrip those in other lines of 
I the property rj.-r.alty I business" says the 
Conning report ( See the chart on Page 14. 1 

The FBI estimates there is fraud in 10 
percent of all insurance claims; the Conning 
study concludes that the fraud level in 
workers* comp claims is nearly 25 percent. 

Why is workers' comp fraud so pervasive'' 
The short answer is because it's easy to 
commit and hard to detect 

Workers 1 comp is a unique and complex 




system that can vary significantly from 
state to state. There's no centralized report- 
ing or collection of data, so it's impossible to 
monitor the U.S. system as a whole, let 
alone the individuals who may swindle it 
Also, only 32 of the 50 states have 
laws that define insurance fraud as 
a felony. That leaves more than 
one-third of the states without 
workers' comp fraud laws or 
with statutes that are either in- 
adequate or meffective for pros- 
^ ecuting workers' comp fraud, 
according to the Insurance Inhu- 
mation Institute. 
"I thought welfare was easy to rip 
off, but nothing is as easy as workers' comp" 
says Ranney Pageler. Fremont Compensa- 
tions vice president of fraud investigations, 
who helped put Cook-DuPage Transporta- 
tions problem driver behind bars. Its a 
complicated system.* 1 

How Workers 1 Comp Works 

Workers' compensation is a state-man- 
dated, no-fault insurance system financed 
almost exclusively by employers. It pays 
medical expenses and a portion of lost 
wages to workers who suffer job-related in- 
juries or illnesses. 

Workers incur no out-of-pocket expenses, 
and benefits are not taxed. By providing 
workers* comp coverage to their employees, 



employers are shielded by law from having 
to defend themselves against liability law- 
suits filed by workers injured on the job. 

Workers' comp, established in 1908, was 
the first form of social insurance in the 
United States. Today, every state has its 
own program; the federal government cov- 
ers most of its workers under the Federal 
Employees' Compensation Program. The 
states receive no federal funding. 

Generally, the states require employers to 
buy workers com p insurance or prove they 
can afii>rd to pn\ workeis' claims out of 
company funds— known as self-insuring. 

Businesses typical h buy worker- comp 
coverage from private insurers. In six "mt>- 
nopory* states, however, employers are re- 
quired to buy policies from the state's own 
insurance plan. Thirteen states have both 
state-run and private insurance plans. 

The premium a company pays for its 
workers* comp policy is determined by three 
major factors; job classifications, which rate 
the risk erf* a specilic job; the numl>er of em- 
ployees; and the firm's accident record. 

Companies with high-risk jobs or fre- 
quent accidents pay more for workers" comp 
coverage than firms with low-risk jobs or 
good safety records. (See "Costly Numbers 
In Workers' Comp," September 1997.) 

Part of what makes workers 1 comp 
unique also makes it easy to scam, tn al- 
most all states, the workers' comp system 



A Crisis Past 



In the I9tt0s. the workers' compensation system in the 
United States was drowning in red ink and on the 
edge of financial collapse. 

But costs started coming down in the early 1990s, 
and in 1994 — after 14 consecut ive years of losses — 
worker- comp insurers returned to profitability. 
In the past few years, analysts say, 
workers 1 comp has become the most-im- 
proved sector in the insurance industry. 

In a report issued late last yean the 
National Council on Compensation In- 
surance, the industry's clearinghouse 
in Boca Raton, Fla.. stated. "For the 
first time since the early 1980s, the 
U.S. workers" compensation system is 
now financially stable and continues 
to improve." 

The most dramatic evidence of the 
turnaround is that states and insurers 
in the past three or four years have been 
low ering their workers' comp premiums. 
As a result, employers* costs for workers* 
comp insurance as a percentage of pay- 
roll have declined nearly 16 percent 
since 1993. 

Observers — while warning that sen* 
ous problems remain in the system— cite sou) 




Lost Time Declines 

The number of lost workdays including 

days of restricted work— because 
of job-related injuries, per 100 full-time 
workers in private industry. 

4.0 



several factors that contributed to the turnaround. 
Among them: 



Stronger state laws. Under pressure from the 
insurance industry and the business community 
over the past decade, 32 states have enacted 
laws thai classify insurance fraud as a felony, 
according to the Insurance Information insti- 
tute, an industry group in New York City. 

Vet 16 states do not define insurance 
fraud as a crime, and at least two oth- 
ers have statutes that are too vague to 
he effective, according to the institute. 




STATISTICS 



Stronger enforcement. At I he start 
of this year, stales had special anti- 
fraud bureaus or units, and three more 
states had new legislation to establish 
such units. 

At least 20 states require insurers to 
forward all suspicious claims to then 
states fraud bureau 

In addition, many states require in- 
surance companies to have their own 
anti-fraud departments in order to be li- 
censed to ojM'rate, 

Prosecutions for insurance fraud have 
increased, and the numUr of insurance 
companies" special investigation units 
has grown. 
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stands apart from the civft- and criminal- 
justice systems, with its own rules, judicial 
proceedings, and regulatory process. And in 
most states, workers' comp is administered 
by multiple agencies, which may not com- 
municate effectively with one another. 

Moreover, as many employers have 
painfully discovered, workers* comp sys- 
lems general!} give the claimant the bene- 
fil of the dnul.i. Tins presumption, reflect- 
tag the no-fault nature of workers' comp, 
makes it easy for workers to commit fraud. 

Insurance-industry observers say this 
worker-friendly bias helps explain the pop- 
ularity of "soft-tissue 1 * claims, such as hack 
pain, muscle strain, or sprains that are vir- 
tually impossible for a doctor to detect or 
disprove. (See the chart on Page 15. i 

An employer who tries to fight a workers* 
comp claim must abide by the system's 
unique procedures, Ignorance of workers' 
comp can lead to costly mistakes for any 
business owner who tries to take on the sys- 
tem. (See "Cooking Up A Workers Comp 
Disaster "Page 18.) 

There are various types of fraud for 
which employers bear the ultimate 
cost Two in particular hurt business 
owners directly: claimant fraud and in- 
Mirer fraud Two others — premium fraud 
and provider fraud — may be less apparent 
but are costly nonetheless. 



1 



Claimant Fraud 

When a worker fabricates or exaggerates an 
injury claim to get paid time off, it's 
claimant fraud. Although back injuries and 
pulled muscles are popular excuses, some 
workers concoct more-imaginative, even 
bizarre plots. 

A notorious case of claimant fraud oc- 
curred in 1994 in Rockford, QL, when a 
24-year-old college student staged a rob- 
bery at a Kinko's store, where he worked 
the late-night shift alone. After violently 
ransacking the store, he had an accom- 
plice shoot him through the shoulder to 
embellish the hoax. His story later un- 
raveled when a perpetrator tipped off 
authorities, 

"His intent was to claim a big workers* 
comp settlement that would pay for col- 
lege," says Samantha VanDenburg, the spe- 
cial agent with the NICB who helped pros- 
ecute the case. "He filed with the [workers' 
comp] industrial rum mission immediately, 
at first for $50,000, He was mostly claiming 
pain and suffering.* 

The student eventually was convicted on 
theft charges, and his workers' comp claim 
was dropped. 

A less dramatic case of claimant fraud oc- 
curred in 1995 at Barr-Miles TVucking Co., 
a Chicago firm with 50 employees. Co- 
owner Larry Barr says an employee tried to 
cover up a missed day at work by using 



forged physician reports to make a false 
claim that he had been hurt on the job. 

Simply by following reporting procedures 
and demanding medical documentation, 
Barr helped insurance investigators exjxjse 
the fraud. The worker was fired and 
pleaded guilty to forgery charges. 

A more difficult workers' comp issue for 
Barr and other business owners is malin- 
gering, a practice in which a worker who 
may have sustained a legitimate injury 
stretches out the recovery time to extend or 
enlarge disability payments. 

Malingering is a widespread problem in 
workers comp. Its often hard to prove, and 
sometimes employers simply try to negoti- 
ate a financial settlement to close the case 
and get the absent worker off the payroll. 

"The treachery is that you get a lot of 
| workers' comp] cases that aren't outright 
Grand hut an? deceitful and get turned into 
something bigger. It's tough to say the guy 
isnY hurt,* says Barr. 

Insurer Fraud 

A type of workers' comp fraud that targets 
small firms in particular involves the scam 
artist who peddles cut-rate but nonexistent 
workers 1 comp policies and later absconds 
with the premiums. 

'Hie business owner gets a bogus certifi- 
cate of insurance to file with the state but ifl 
left with no coverage once a claim is actually 



Insurers 1 
Fraud Patrol 

Membership growth of the 
International Association of 
Special Investigation Units, a 
major organization of insurance* 
fraud inves 
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A safer workplace. 

The exploding costs of 
workers comp insurance 
in i he 1980s forced busi- 
nesses to improve safety. 

As a result, workplace fa- 
taiities, injuries, and ill- 
nesses have declined 
sharply. 

The average number of 
workdays lost to job-re- 
lated injuries declined by 
almost 13 percent in the 
four years through HJ9<>— 
the latest year for which 
figures are available— ac- 
cording to the U.S. Bureau 
of Labor Statistics. 



Managed care. Workers' 
comp has shared in the cost 
reductions attributed to the 
continuing shift to man- 
aged health care in recent 
years. 

A similar development 
specific to workers* comp 
has been employers and 
isive use of case management, in 
,re monitored closely and efforts are 



made to accelerate an injured worker's return to work and pre- 
vent disputes. 

Insurance analysts warn, 
however, that the big savings 
from managed care are over 
and that workers' comp costs 
are likely to track the current 
upward turn in medical ex- 
penses generally 



Public attitudes. Mas 

sive advertising and educa- 
tion campaigns by the insur- 
ance industry have raised 
public awareness about the 
impact of fraud: Eighty- 
eight percent of Americans 
now recognize insurance 
fraud as a major problem 
that increases their premi- 
ums, according to a 
Gallup Poll. 

Nonetheless, fraud is still 
tolerated by many, More than 
one in three Americans believe 
it is acceptable to overstate 
their insurance claims, accord- 
ing to a survey released in 
Januan t>\ the Insurance Re- 
search Council of Wheaton, III 
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filed. Such outfits typically vanish when 
their obligations come due. 

One example of such insurer fraud came 
to light in 1995, when the California De- 
partment of Insurance took action against a 
company accused of selling fraudulent 
workers' com p policies to more than 290 em- 
ployers. Within two days, the agency's 
owner had reopened under a different 
name. He later fled to Texas. Eventually he 
was caught and convicted of a litany of fed- 
eral crimes, according to the Coalition 
Against Insurance Fraud ' CAIF K an insur- 
ance-industry group in Washington, D C. 

Premium Fraud 

Businesses not only are victims of workers' 
comp fraud Sometimes they commit it. 



In premium fraud, dishonest business 
owners cheat their insurers to save on pre- 
miums. They deliberately misclassify their 
companies' jobs to hide the true risk of the 
work, or they conceal the number of em- 
ployees on their payroll, or they change the 
names of their companies to hide a poor ac- 
cident record. 

While virtually any type of business can 
commit premium fraud, investigators say 
this problem is most pervasive in construc- 
tion, trucking, and employee leasing, where 
firms act as independent suppliers of labor 
to a wide variety of businesses. Such com- 
panies may be tempted to try to save money 
by lying to their insurers, investigators say, 
because of the high premiums involved, the 
transient or multistate nature of the jobs. 



and the lack of strong regulatory oversight 
The largest case of premium fraud in 
Maryland involved the owner of an em- 
ployee-leasing firm who was convicted of 
I cheating the state's workers' comp fund out 
of $3.6 million by underreporting payroll 
and thus underlying premiums, according 
to the CAIF; the firm supplied workers to 
roofing and trucking companies. 

In some instances, workers' comp under- 
writers lose as much from premium fraud 
committed by employers as I. hey do from 
claimant fraud committed by workers. 

Provider Fraud 

j As the term implies, provider fraud is com- 
mitted by health-care or legal prof'ession- 
als who provide services t<> injured work- 



Cooking Up A Workers' Comp Disaster 



When disputing workers' compensation claims, some employers 
seem to have a sure-fire recipe for disaster. Take it from labor 
lawyer Jane Eden, a partner with Eden, Tnlms & RafTerty in 
Worcester Mass. She represents injured employees in workers* 
comp disputes, and she says a lot of employers cook their own 
goose before legal proceedings ever begin. 

Eden estimates that in her 14 years of practice, she 
has forced more than 2,000 companies and their insur- 
ers to pay contested workers' comp claims. Many em- 
ployers defeat themselves, she says, through simple 
carelessness or ignorance about workers' comp, 

Under the state-run workers' comp system, workers 
are entitled by* law to medical and disability payments 
for work-related injuries. Employers contesting a claim 
as not legitimate or as unrelated to work wind up— in 
most states — before an administrative-law judge who 
arbitrates workers* comp disputes. 

Each side must cover its own legal bills in these pro- 
ceedings, although the labor lawyer's payment usually 
comes out of the workers* comp award. 

If you want to lose a workers' comp dispute, says 
Eden, just make these mistakes: 



Force an injured employee to continue working 
despite the injury. Eden says that as soon as the em- 
ployee's complaint is disregarded, 'its over You'll get a 
claim. And youll lose" 

She adds: "What you don't want to do is send the 
message, We dont care about you. and we won't help 
you/ All too often, that message is sent on the first day 
of injury.'* 



Neglect the basics for warding off disputes. Eden says 
employers should report all accidents. Get employees involved in 
safety issues, she says. Have a safety plan in place, and be pre- 
pared if there's an accident. 

If a worker perceives that the employer doesn't care alamt the 
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Don*t give employees any information about workers 
comp. Even worse. Eden says, is lying about their benefits. 
With rare exceptions, employees have a legal n^ht to workers' 
comp coverage, so don't try to hide it from them, she warns. 

Harass the person about returning to work. Eden says 
that while employers have the right to monitor an injured 
worker's medical care, the "fit-for-worF d«*rision is up to a doctor, 
not a manager. Most states prohibit employer* from pressuring an 
injured employee to return to work. 



injury or is trying to cheat the employee, she adds, the worker 
has "nowhere else to ^o but to a lawyer." Most of her clients call 
"1*1 ause they're hurl, they're petrified that no one will help 
them, and they're terrified they will lose their jobs." 

Eden readily acknowledges that there is fraud in the work- 
ers'comp system hut insists that "the vast majority" of work 
ers injury claims are Intimate. 

"Remember these employees are human liein^s." she says. 
The key to minimizing litigation is to treat the employee with 
respect." 
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era. Like employer fraud, it is expensive 
and hard to detect 

Because the health-care system is so big, 
the opportunities for deceptive billing are 
also vast which makes this the largest 
source of workers' eomp fraud in some 



Before California enacted comprehensive 
workers 1 comp reform legislation in 1994, 
hundreds of medical "comp mills" churned 
out millions of dollars' worth of fraudulent 
or padded workers' comp bills yearly. 

One of the largest such cases drained at 
least $30 million a year from the state 
workers 1 comp system, according to the 
CAIK It involved a doctor and 
several lawyers in Los Ange- 
les who were accused of sub- 
mitting fraudulent bills for 
medical treatments. They al- 
legedly persuaded clients of 
state unemployment agen- 
cies to visit law offices and 
medical clinics run by the ac- 
cused perpetrators, who then 
billed almost every workers' 
comp carrier in the state. 

In some cases, fraudulent 
"providers 11 don't even bother 
to recruit injured workers; 
they simply obtain or fabri- 
cate workers' names or Social 
Security numbers and bom- 
bard workers' comp insur- 
ance companies with bills. 
Thus, its crucial for insur- 
ance firms to have claims au- 
ditors who can detect and 
refuse payment of fraudulent 
workers' comp bills. 

Provider fraud can be spot- 
ted easily by some small 
firms. Wayne Ruggiere, a 
partner in the Ohlert-Rug- 
giere Insurance Agency in 
Queens, N.Y. tells about the 
case of the nussing finger," in- 
voking one of his clients. 

An employee cut himself, 

went to a doctor for treat- 
ment and returned to work the same day 
with a few stitches. But the doctors bill 
later diagnosed the injury as a partial am- 
putation, declared the worker to be dis- 
abled, and charged almost $900 for "recon- 
struction* of the fingertip "It was |a 
health-care provider] who misrepresented 
the inj ury," Ruggiere says. Tts a perfect ex- 
ample of misuse of the system ." 

■ h t of the huge losses and the com- 
I plexity of workers' comp fraud, insurers 
I have attacked it on several fronts. 
m Among other things, they have been 
pushing hard to change state laws and pub- 
lic attitudes to make it easier to fight fraud. 
This is the goal of the CAIR 



And to improve coordination of 
the industry's legal efforts 
against fraud, most insurance 
companies support the NICR 
It maintains a database of 
more than 350 million records 
of suspicious property/casualty 
claims, and it helps local prosecu- 
tors witii criminal-fraud cases. 

Insurance companies also have been cre- 
ating special investigation units <SIUs) to 
pursue such fraud. A 1996 survey by Con- 
ning Insurance Research found that 75 
percent of the top 250 property/casualty i iv 
surers in the United States had estab- 




fraud are clearly increasing, in- 
surers are leas interested in 
criminal prosecution than in 
saving money. In most in- 
stances, insurers will declare 
victory if they simply get a claim 
dismissed or dropped. 
^ r "Our main goal is to not pay 
fraud. If a prosecution happens, 
that's a bonus," says Jay S, Williams, vice 
president of corporate claims for CNA In- 
surance in Chicago and a former police 
detective. "Our main goal is to get the 
claimant off the [workers comp disabil- 
ity! dole and back to work." 
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lished in-hou.se SlUs to light fraud. 

One measure of that investment is the 
850 percent membership growth since 1990 
of the International Association of Special 
Investigation l/nits. Based in Baltimore, it 
is the major professional group for insur- 
ance-fraud cops. (See the chart on Page 17.) 
"Prior to the formation of SIUs, there was 
no mechanism for insurance companies to 
combat insurance fraud," says John 
McHale, the association s president. M A lot 
of companies just paid it and passed it on 
to their customers. ~ 

By industry estimates, each dollar 
spent on SIUs returns $7 to $10 in sav- 
ings through deterrence or restitution. 

Although arrests for workers' comp 



i egardless of the type of 
'fraud being investi- 
| gated, the most impor- 
l Unit factor is documen- 
tation. Investigators Bay that 
without a paper trail, which 
starts with the employer, they 
quickly reach a dead end. 

For employers, that means 
paving extremely careful at- 
tention to the "first report of 
injury," the form they are re- 
quired by state law to file with 
their insurers when a work- 
related accident occurs. These 
reports establish the facts of 
an accident and can become 
the basis for prosecution if the 
employee's story changes. 

How do insurance sleuths 
discover and prove fraud? It 
depends on the kind of fraud. 

Uncovering Claimant Fraud 

A fabricated claim is fre- 
quently the easiest type of 
workers* comp fraud to prove 
because it involves a pur- 
ported injury that restricts an 
employees physical abilities. 

If fraud is suspeelrd, as in 
the ease of the ( ook-DuPage 
driver, the proof often winds 
up on film or videotape show- 
ing the "injured" worker openly en^atfintf 
in activities that vividly disprove the 
claim. Says James Feckey, director of the 
Minnesota Labor Department's Investiga- 
tive Services Unit; if a picture is worth a 
thousand words, video is worth a million." 

Workers' comp fraud has been a gold 
mine for private detectives who are hired 
by insurance companies to secretly track 
and record suspects. Their primary tools 
are digital video mirmameras and io mm 
stiQ cameras fitted with high-powered 
lenses, used from inside nondescript vans 
or cars. Such cameras can capture detailed 
images from a block or more away. 

Brian McCauley, owner of Power Investi- 
gations in Queens, N,Y, says some tech- 
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niuues for comliatmg fraud are not elabo- 
rate. He cites a case of a restaurant waiter 
who fell at work and filed a suspicious $1 
million claim for a permanent back injury, 
saying he couldrft bend over. 

"After [the suspect | left home one day, I 
put an empty bottle in his driveway and 
threw some change on the ground." Me- 
( Pauley recalls. "He came back t got out of his 
car without his cane, and we videotaped 
him bending down four or five times to pick 
up the things. He could bend forward, and 
we proved it" The claim was rejected. 

Although video surveillance can raise 
privacy concerns and is not always suc- 
cessful, it is a powerful anti-fraud weapon 



when combined with proper documenta- 
tion, specialists say. 

"Virtually no fraud prosecution is suc- 
cessful unless you have surveillance" says 
Eugene Mattioni, a lawyer in Philadelphia 
who specializes in workers* comp cases. "If 
you're going to [prosecute], you have to go 
for the jugular." 

Premium And Provider Fraud 

Fraud involving employers or health-care 
providers is usually harder to prove because 
such paper crimes cannot be videotaped: 
Jobs are misclassified. workers are not re- 
ported, medical bills and treatment records 
are falsified. 



Insurers typically uncover such fraud 
by using specialized computer-software 
programs that detect suspicious charac- 
teristics in an insurance application 
from an employer or a medical bill from 
a provider. Such techniques require 
highly trained auditors and claims ad- 
justers and sophisticated computers, A 
red flag, insurers say, is the absence of 
documentation by a company. 

When investigators suspect a business 
owner is hiding the true nature of the firmV 
jobs or the size of its work force on an in- 
surance application, they turn to other use- 
ful sources of information; phone books, 
business directories, credit bureaus, news- 



What You Can Do 

Business owners can protect themselves against workers' compen 
sation fraud by Liking preventive measures, recognizing suspi- 
cious cases, and helping insurers combat it, industry' specialists 
say. Here are tips from various sources, including Rawiey 
Pageler, head of fraud investigations for t he Fremont Compensa- 
tion Insurance Group in Glendale, Calif., and from the National 
lasurance Crime Bureau, an industry-financed 
anti-fraud organization based in Palos Hills, 01. 

Preventing Fraud 

■ Maintain a safe workplace. Eliminate "acci- 
dents waiting to happen." Enlist workers and 
your insurance agent to establish and improve 
safety procedures. 

■ Screen job applicants, verify their state- 
ments on job applications, and check references. 
A person who lies on paper may lie on the job. 

■ Give all new hires a written statement of 
your company's workers 7 comp policies and a 
separate statement about safety. Inform work- 
ers directly and indirectly that the cost of in- 
juries affects the company's ability Ut compete. 
Display posters on fraud awareness, 

■ Be wary of unknown or cut-rate insurers if 
you're switching to a new carrier. A workers 1 
camp policy that sounds too gix>d to be true 
probably is, especially if it is offered by an unfa* 
miliar underwriter. Ask for references and 
chirk with the state insurance department. 

■ Be honest with your insurance agent 
Premium fraud by dishonest employers is as 
much an issue ;is claimant fraud by dishon- 
est workers, some experts &ay. Don't be part of the problem* 

Recognizing Fraud 

While the following factors do not prove a case of claimant 
fraud, experts say, the presence of two or more indicates that 
fraud rnav I** present: 

■ The accident occurs late Friday afternoon and isnt reported 
until Mondav mornmg, or it occurs early Monday morning. 

■ No one saw the injury occur, the employees own descrip- 
tion does not logically support the cause of the injury, or the 
accident occurred in an area outside the employee s regular 
work area. 
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■ The reported accident occurred just before or after a strike, 
job termination, or layoff, or at the end of seasonal work. 

■ The claimants description of the accident conflicts with < he 
facts in the initial report— the form describing the occurrence 
that employers are required to file with their insurers 

■ The employee delays reporting the claim without a reason- 
able explanation 

■ The employee has a history of numerous suspicious or lit e 
i^ated workers* comp claims. 

■ The diagnosis is inconsistent with treat- 
ment, or the injured worker takes more time off 
than the injury seems to warrant 

■ The claimant refuses a diagnostic proce- 
dure to confirm the nature of an injury, 

■ The claimant is hard to reach at home while 
allegedly disabled or has a history of frequently 
changing addresses, jobs, or physicians. 

Fighting Fraud 

Because claimant fraud is an insurance 
crime, prosecuting it is the job of the insurance 
company or law-enforcement authorities. Hut 
there are ways you can help your underwriter 
build an airtight case: 

Document everything. Have your employ* 
ees sign a workers* comp statement acknowl- 
edging that false* injury or disability claims art* 
a crime (This can help rebut any contention 
tfaal there was no "intenf to defraud.) 

When an injury occurs, employers are re- 
quired to give their insurers a detailed report 
generally within 24 hours. Doing so is critical; 
Bask facts, detailed descriptions, witness state- 
ments. ;m<] .-ketches or photos of accident areas 
are powerful tools against workers' comp fraud, especially if the 
claimant later changes his or her story. 

Keep your eye« and ears open. Carefully review the facts on 
claim applications. Review other accident records for similar in- 
juries. Listen U> your workers; they are more likely than employ- 
ers to hear if a co-worker is malingering or lying about a disability 

Communicate regularly with injured workers, physicians, 
and your insurer s claims representative. If fraud is involved, close 
cooperation between employer mid insurer is the only way to 
build strong evidence. 
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paper or company advertisements, licens- 
ing and regulatory agencies, corporate 
directories, and. increasingly, online data- 
bases and the Internet 

Tom Coiwran, an investigator with the 
Fireman's Fund Insurance Co. of Elgin, HI, 
says one business owner failed to disclose 
important information on the insurance ap- 
plication but disclosed it on the company's 
World Wide Web site. 

Efforts For Tire Future 

For the growing army of insurance auditors 
and examiners, progress against workers' 
comp fraud will depend on several develop- 
ments now under way. 

Foremost is the nations continuing shift 
away from traditional fee-far-service health 
insurance to managed-care plans, which 
have reduced medical cost* by controlling 
providers' rates and patient access to med- 
ical resources. For those reasons, managed 
care is becoming increasingly popular as 
the medical-treatment option offered by 
workers 1 comp insurance policies. 

But health-care swindles account for the 
largest source of economic fraud in the 
United States, authorities say. and the shift 
to managed care is bringing with it new and 
complex types of billing fraud aimed at in- 
surance companies. 

In recognition of that problem. Congress 
provided the FBI with more than $500 mil- 
lion in the 1996 Health Insurance Portabil- 
ity and Accountability Act to finance a new 
assault on health -care fraud The statute 
created a "federal health-care offense* that 
gives prosecutors new legal powers to deal 
with the problem. 

The FBI is transferring or hiring nearly 
500 agents to work for a newly created 
Health Care Fraud Unit to focus exclusively 
on that sector, the bureau says. 

The new FBI presence is likely to help un- 
mask and shut down health-insurance 
scams faster. It will also make insurance 
fraud in general a far bigger issue with the 
public and prosecutors, according to insur- 
ance-industry investigators. 

Another important development sched- 
uled to occur this year is the creation of a 
nationwide, centralized computer database 
of all workers' comp insurance claims. The 
aim is to allow companies to identify past 
perpetrators of fraud quickly and to check 
for warning signs such as aliases- or multi- 
ple Social Security numbers. This planned 
"all -claims" database arose from the 1997 
merger of two insurance-claims groups and 
the participation of the NICB. 

A growing concern among fraud inves- 
tigators, however, is President Clinton's 
proposed health-care "bill of rights,* 
which includes a broad right to privacy 
regarding medical reports. Insurers are 
worried that any legislation in Congress 
to revise managed care may create pri* 
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vacy laws so restrictive that insurers 
would be prevented not only from using 
an all-claims database but also from 
sharing information they currently ex* 
change. 

And finally, as states have clamped 
down on workers* comp fraud with 
tougher laws and as benefit payments 
have dropped, organized labor has been 
fighting back out of concern that such 
efforts will discourage or deny legiti- 
mate workers' comp claims. 

Last yean a coalition composed of the 
AFL-CIO and trial attorneys persuaded 
Ohio voters in a statewide referendum 
to overturn a new law approved by the 
General Assembly to overhaul the 
state's workers' comp system. Organiz- 
ers of the successful $3 million labor 
campaign called themselves the Com- 
mittee to Stop Corporate Attacks on In- 
jured Workers, 

Given human nature and the complex- 
ity of the system, investigators ac- 
knowledge that fraud in workers 1 
comp probably will never be elimi- 
nated. But they say it can be controlled. 

*Youll never be able to fight fraud only 
through criminal prosecution, 1 * says Sally 
Narey, general counsel of the National 
Council on Compensation Insurance in 
Boca Raton. Fla., the insurance indusirvs 
centralized rating bureau. *Ybu have to 
make people realize it's wrong and won't be 
tolerated " 

Insurance investigators say employers 
can make a big difference by being alert 



for signs of fraud, informing employees 
about how fraud affects them, and thor- 
oughly documenting every workplace in- 
jury or accident (See "What You Can Do," 
Page 21,) 

If you suspect a case of claims fraud, in- 
dustry specialists say. call your insurance 
company and let its experts handle it. Tfell 
your insurer "what your leads are," says 
Pageler of Fremont Compensation. 

Pageler also says employers should not 
wail for a problem to occur More establish- 
ing an employee-education eflbrl and thai 
they should remind workers repeatedly 
how they can be hurt by workers' comp 
fraud, "If the employer can educate his 
work force, his work Ibrce will pmtect him. 
because fraud has such an impact on pay- 
roll and it can cost jobs." Pageler says. 

Jans of Cook-DuPage Transportation, 
who worked with Fremont to resolve the 
company's claimant-fraud problem, agrees. 
Employers who believe they have a fraud 
situation, he says, should call their workers 4 
comp carrier ant I l>e persist enl until the car- 
rier takes action. 

Jans tells other employers that fighting 
fraud will pay off. although it isn't easy "It'll 
take a little time, but it will benefit you," he 
says. "If the business owner isn't looking to 
mipmve t he situation, nobody wilt" ffi 
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24 Hours. 

"Thanks to Roadway, we now operate with greater efficiency/' 




Two years ago Helmac Products Corporation, maker 
the world's most papular line of lint removal products, 
realized they must fmanage the supply chain] 
with greater efficiency. First, they dramatically 



(improved product turnaroundj time from 5 
days to less than 24 hours. Realizing that service 
Is door-to-door not door-to-truck, Barbara 
Tomaszewski, Helrnac's traffic manager, enlisted Roadway as 
Helmac'sfl 

Roadway Rep Lela Norris and the rest of the Roadway crew rolled into 
action to help Helmac exceed their (customers^ 





[demands.) Then Roadway's John McAbier, assistant 
terminal manager in Toledo, Ohio, teamed with 
Helmac personnel to reduce shipment handling and 

[speed transit time.)The results: faster 
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replenishment of retail 
stock and greater sales. 
[Roadway 
Express blends the most efficient 
network with the most responsive work 
force in the industry to deliver 
exceptional customer service to you. 
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A complex tax break for family businesses; leased vehicles get standard deduc- 
tion; Clinton proposes tax on annuities; risky Internet-related investing. 



Estate-Tax Break Is Tricky To Figure Out 



lUj J no a Prtffh 

Farm owner Bob Pool figures his es- 
tate will be paying a lot less to Uncle 
Sam because of a special estate-tax 
break for family-owned businesses 
enacted as part of the Taxpayer Relief Act 
of 1997. 

The tax break allows the owner of a 
qualified family business to exclude $L3 



will qualify tor the special tax break. 

The new estate-tax break is so laden 
with requirements that many family busi- 
nesses may not qualify, lb find out if you 
are eligible, you may need to hire an ac- 
countant or a tax attorney to read the fine 
print. Adam VYiensch. an attorney in the 
Milwaukee office of the Foley & Lardner 
law firm, says, "You spend a lot of time 
trying to determine which tests are met" 



Farm owner Bob Pool says the tieiu estate-taw bn of: tor trim if if prats is so coin pit y 
that he had to consult attorneys to be sure his I/O oeres in Minnesota trill qnaliftf. 



million worth of assets from estate taxes j 
beginning this year. The new exclusion is ' 
generous enough that Pool, 70, guesses i 
his estate may escape federal estate taxes 
entirely. Now, Pool says he can rest as- 
sured that his 170-acre farm in Dakota 
County, Minn., won't have to be sold after 
his death to pa> an -.'-tan-Max bill. 

Pool acknowledges, however, that the 
tax law enacted Aug, 5 is so complicated 
that he had to consult estate-planning at- 
torneys in order to be certain his estate 



Under prior law, each taxpayer was en- 
titled to a $600,000 exemption, called the 
unified credit, from the estate tax. The 
1997 tax act increases that amount to $1 
million over nine years. For 1998, the ex- 
emption amount is $625,000; in 1999. it 
rises to $650,000, and it continues in- 
creasing in different increments until it 
reaches SI mil in m m l^MNi 

The tax law contains an additional 
estate-tax exemption— which declines as 
the unified credit rises — for closely held 




businesses. The exemption immediately 
brings a family-business owner's total ex* 
eruption from the estate tax to $1.3 mil- 
lion. Thus, if you own a business and you 
die in 1998, your estate would get the 
standard exemption of $625,000 plus the 
new family-business exemption of 
$675,000 for a total of $1.3 million. 

However, the total exemption remains 
$1,3 million, so that in 2006, when the 
standard exemption reaches $1 million, 
the business exemption for closely held 
businesses will be worth only $300,000. 

A planning point for married business 
owners to remember is that the estate-tax 
exclusion can double to $2,6 million if the 
spouse's estate also qualifies. The spouse 
must own enough stock in the business to 
meet the statute's ownership threshold. 

Think that's complicated? Try figuring 
out if your small business would be eligi- 
ble for the special exclusion. Many qualifi- 
cations must be met. Your estate can 
claim the special exclusion only if all of 
the following apply: 

Your business is a "qualified family- 
owned business," That is, one family 
must own at least 50 percent of the busi- 
ness, or two families 70 percent; or three 
families 90 percent However, if your fam- 
ily owns the business with one or two 
other families, at least 30 percent of the 
business must belong to your family 

The value of your business makes 
up more than 50 percent of your es- 
tate. Set-called passive investments held 
by the business— securities, royalties, 
rental activities — don't count toward the 
value of your company. Neither does accu- 
mulated cash, over and above working 
capital. 

That cash-related requirement worries 
some tax-planning experts. Business own- 
ers, they say, often have a legitimate need 
to have a lot of cash on hand. 

You or a family member owned and 
were active in your business in at 
least five of the eight years leading 
up to your death, tader the law. family 
members include your parents, grandpa r- 
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ents, spouse, children, grandchildren t 
nieces, nephews, and the spouses of your 
children and grandchildren* 

Tax experts say it's important to re- 
member that if you retire or become dis- 
abled in the eight years preceding your 
death, a family member must become in- 
volved in the business for your estate to 
qualify for the special exclusion. 

At least one "qualified heir" partici- 
pates in the business for a total of 
five years in the 10 years after your 
death. In addition to family members, 
qualified heirs can be employees who have 
worked for the business for at least 10 
years before your death. 

The post-death participation require- 
ment may be the most problematic for 
businesses. 

Your estate could qualify in even other 
way and receive the special exclusion for 
closely held businesses, but if your heirs 
sold the business within 10 years after 
your death, they would owe additional es- 
tate tax. 

In effect, they would have to refund the 
tax break if they didn't meet the participa- 
tion requirement. 

Not For Everybody 

With so many requirements, who should 
tiy to qualify for the break? 
If the value of your business far exceeds 



$1.3 million, the amount of 
the tax break may be too 
small in relation to the size 
of the estate to bother trying 
to meet the requirements for 
the break. 

But tax experts say they 
expect many very small busi- 
nesses to benefit 

"If your business is worth 
$1 million or $1.5 million, 
this I tax break! is a big deal," 
says Ross Nager. a partner 
in the Houston office of ac- 
counting firm Arthur 
Andersen. 

For firms at that level of 
worth, the special estate-tax 
break will allow more fami- 
lies to hold on to their businesses, says 
Pool, whose farm has been in his family 
for more than 100 years. Pool used to 
grow corn and soybeans on the land him- 
self but now rents the acreage. 

He intends to pass the farm on to his 
four children. His estate planning in- 
volved dividing up his estates assets with 
his wife so they could use the family-firm 
tax break to double their estate-tax ex- 
emption to $2,6 million. 

"The old situation left an awful lot of 
businesses and farms in a bind, where 
many had to be sold to pay the taxes," he 
says. 



Ml 

If your busi- 
ness is worth 
$1 million or 
$15 million, 
this [tax break] 
is a big deal," ' 

— Ross Nager, 
Arthur Andersen 



Nager, meanwhile, offers 
two pieces of advice to own- 
ers who believe they would 
qualify for the tax break. 
The first is to monitor your 
company's growth to see if 
the tax break continues to 
make sense for your busi- 
ness in years to come- Tou 
need to see whether your es- 
tate has grown out of pro- 
portion to this exclusion. If 
so T perhaps other estate 
planning is needed,* Nager 
says. 

Nager also recommends 
that you not base all your 
business and estate plan- 
ning on that one tax break. Instead, he 
says, you should weigh the relative value 
of the tax break against other legitimate 
business needs to determine whether its 
worth meeting all the tax breaks require- 
ments. 

Says Nager: "People need to carefully 
think it through, and given the complexi- 
ties of estate planning in general, it 
makes sense to hire an adviser who is 
knowledgeable who can walk them 
through the traps." ■ 

Joan Pi'ffde is a finance writer in 
Waxliii/ytaa, IXC. 
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IRS Simplifies Auto Reimbursement 



As of Jan. l t business owners and employ- 
ees who drive leased vehicles for business 
purposes can use the standard deduction 
of 32.5 cents per mile. 

Previously the mileage deduction was 
available only for cars that 
were owned. For leased 
vehicles, claiming a deduc- 
tion required the calcula- 
tion of actual mileage 
costs. These include fixed 
costs, such as depreciation 
or lease payments, and 
variable costs, such as 
gasoline, oil, maintenance, 
repairs, taxes, insurance, 
licenses, and registration 
fees, 

"This is a major, positive 
step forward by the 
Internal Revenue Service 
in recognizing the in- 
creased trend of leasing vehicles," says 
Lawrence Snyder, director of government 
affairs with Runzheimer International, a 
management consulting firm in 




Rochester, Wis., that specializes in busi- 
ness travel. 

"For small businesses, this move by the 
IRS makes things simpler, 7 ' says Mary 
Lou Pier, a CPA who heads Chicago-based 
accounting firm Pier and 
Associates, Ltd., and 
chairs the small -business 
taxation committee of the 
American Institute of 
CPAs, based in New York 
City. "Now you may be 
able ti> choose between ac- 
tual costs and the stan- 
dard mileage rate," she 
says. She advises business 
owners to "run the num- 
bers both ways to get the 
best possible deduction." 

But using actual costs 
based on the fixed and 
variable rate is not easy 
"The fixed and variable rate generally ap- 
plies to businesses with 10 or more employ- 
ees where you find there's [high] mileage 
for sales reps, service technicians, and oth- 



ers who drive a lot," says Michael J. 
Knight, president of Michael J. Knight & 
Co., an accounting firm in Fairfield, Conn. 

A major factor in deciding how to treat 
your business's driving costs is the firm's 
method of reimbursing employees for ex- 
penses. If the firm reimburses for ex* 
penses as detailed on an expense account, 
it is what the IKS calls an ' accountable" 
arrangement. Under an "unaccountable"* 
plan, the employee receives a set amount 
periodically for expenses, and no account- 
ing to the employer is required. 

"As long as an employer reimburse- 
ment plan meets the criteria of an ac- 
countable plan," Knight says, "the reim- 
bursement is not included in the 
employee's [or owner's I income, and the 
business gets a tax deduction." 

On the other hand, if you're working 
with an unaccountable plan, Knight says, 
reimbursement for the use of your air for 
business will be considered income, al- 
though your business expenses can lie de- 
ductible^ — with some restrictions — if you 
claim itemized deductions, 

— Peter Weaver 

The author is a free -la nee business writer 
in ttethesda* Mil 
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Clinton's Annuity Plan Draws Fire 



By Stf'tfht'H Blukehj 

President Clinton's plan to impose 
new taxes on annuities and certain 
kinds oflife insurance has come 
under fire from the insurance in- 
dustry since the details were released on 
Feb. 2. 

The tax plan is contained in the presi- 
dent's fiscal 1999 budget and would raise 
nearly $8 billion over five years, according 
to the budget document that Clinton sub- 
mitted to Congress. More than half of that 
amount would come from new taxes on in- 
dividual annuities 

While insurers were aware that the 
White House had been considering taxes 
on business life insurance, industry offi- 
cials said they were surprised and in- 
censed at the annuity-tax proposal in 
light of Clinton's stated goal of encourag- 
ing individuals to save more for retire- 
ment 

The American Council of Life Insurance 
'ACLI), the industry's largest trade group, 
attacked the proposed annuity tax in 



Annuity Assets 

(in BiHfons Of Dollars) 



1394 1995 199B 1597* 
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newspaper and radio advertising, saying 
it "makes no sense" and would be "coun- 
terproductive to the president s goal of 
helping Americans achieve retirement 
and family security" 

Industry analysts say total annuity as- 
sets topped $1 trillion for the first, time in 
1997.1 See the chart) 

Clintons budget proposes the following 
four changes in the tax treatment of in- 
surance: 

A Tax On Annuity Earnings 

The administration is proposing to tax an- 
nuity earnings whenever a policyholder ex- 



changes a fixed annuity for a variable one 
(or vice versa.) or reallocates assets in the 
investment accounts of a variable annuity. 

An annuity is a tax-deferred retire- 
ment-savings product that provides a 
death benefit and investment options. 
Fixed annuities deliver a guaranteed rate 
of return. Variable annuities allow policy- 
holders to invest in a wide range of stock 
and bond mutual funds. 

Currently, earnings on annuity invest- 
ments are not taxed until the policyholder 
begins drawing on the account in retire- 
ment (or after age Withdrawals are 
taxed as ordinary income. 

Taxing annuity earnings before with- 
drawal, as the president's budget pro- 
poses, would generate an estimated $4.6 
billion over five years, the budget esti- 
mates. 

Business Lite Insurance 

Another of Clinton's proposals would af- 
fect business life insurance, also known as 
corporate-owned life insurance or key-per- 
son insurance. It provides tax-free income 

to a business so it can 

maintain normal opera- 
tions following the death 
of a key person — defined 
as an owner or a partner. 
Many small firms borrow 
from their business life- 
insurance policies for 
company needs, and in- 
terest paid on such loans 
is a tax-deductible busi- 
ness expense. 

Under Clinton's pro- 
posal, according to ACLI 
tax analysts, a company 
that owned a business 
life-insurance policy 
would be limited, in ef- 
fect, in the amount of in- 
terest it could deduct for 
any business loan, even 
if the loan did not come from the business 
life policy, 

Clinton's proposal, says the ACLI, 
would be an indirect way of raising taxes 
on companies that purchase business life 
coverage. The change would generate an 
estimated $2.2 billion over five years. 

A Tax On Variable Life Insurance 

Clinton proposes to tax the earnings on 
the underlying investments of variable 
life-insurance policies whenever a policy- 
holder reallocates investments within the 
policy or exchanges the policy for a differ- 
ent type of life insurance. 



Variable 



Variable life insurance provides individ- 
uals with a tax-free death benefit that 
fluctuates in value based on the financial 
performance of the policy's underlying in- 
vestments. 

The new tax would generate an esti- 
mated $927 million over five years. 

Cashing Out A Policy 

The administration would restrict the 
ability of insurance policyholders to sub- 
tract the full amount of their premiums 
from any investment gains when cashing 
out a policy, as allowed under existing 
mortality formulas. This change would 
raise an estimated $100 million over five 
years from holders of annuity and insur- 
ance policies. 

The administration stated that its ra- 
tionale for all of the insurance pro- 
posals is that variable insurance con- 
tracts, such as variable annuities and 
variable life, "are used substantially as in- 
vestment vehicles" and not as insurance 
products, according to the Treasury 
Department s "General Explanations of 
the Administration s Revenue Proposals," 
which accompanies the fiscal 1999 budget. 

The explanation notes that the special 
tax-free treatment for insurance- policy ex- 
changes "originated before people could 
direct the insurance company to invest in 
various mutual funds " when the only in- 
vestment choices were between "economi- 
cally similar" fixed-income accounts. 

Because variable contracts that offer 
multiple mutual-fund options are "a sig- 
nilicantly different investment" than Ira- 
ditional insurance products, the adminis- 
tration says, they should be treated like 
any other taxable investment. 

But to insurers, "that just illustrates 
their lack of understanding of the prod- 
uct," says Jack Dolan, spokesman for the 
ACLI. Unlike regular mutual funds, he 
notes, variable annuities include a death 
benefit and insurance-related fees. 

Insurance-industry analysts say the 
loss of tax-favored status probably would 
devastate sales of annuities, especially 
variable annuities. *It w r ould definitely 
put a stop to the exchange of money going 
from one 1 variable-annuity I account to an- 
other, and it could have a big impact on 
the sale of new contracts, n says Eric 
Sondergald. a research actuary for 
LIMRA International of Farmington, 
Conn., an insurance-research firm 

House Speaker New I Gingrich. R-Ga., 
speaking Feb. 12 at the U.S. Chamber of 
Commerce, criticized the annuity-tax pro- 
posal as "an ti -savings and anti-retire- 
meat,* and he expressed strong opposi- 
tion to any tax increase on retirement 
savings. ■ 
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Internet Stocks: Rags To Riches Or Vice Versa? 



By Ra nd ?t Myen 

Five years ago. the Internet was a rel- 
atively obscure collection of com- 
puter networks used principally by 
scientists, academics, and computer 
hackers. Today, an estimated 100 million 
people worldwide use it to communicate 
with one another, gather information, and 
transact business, and the number is ex- 
pected to double in two years. 

Arguably the most important 
technological development since tht 1 
computer itself, the Internet has 
made some of its most savvy inno- 
vators and their backers rich be- 
yond their wildest dreams. 

Ordinary investors haven't done 
too badly, either: Hie stock of online 
bookseller Amazon.com Inc., to cite 
just one example, tripled to $60 a 
share from $20 in the space of four 
months late last year. 

The question investors are asking 
themselves, of course, is whether 
the Internet can still make big 
money for them 

The answer: Perhaps, if you are 
very smart — or very lucky — in 
choosing the right stocks. 

"These are high-risk invest- 
ments/ warns Mary McCaffrey, an 
analyst who follows Internet soft- 
ware companies for Alex. Brown, a 
large, Baltimore-based investment 
bank that is now part of Bankers 
Trust, headquartered in New York 
City. "You have to be very careful 
with them, and you have to know 
what you Ye doing. They move in phases. 
Those that did well in 1997 were different 
than those that did well in 1996, and that 
could easily change again this year.* 

This uncertainty isn't surprising. 
Nobody knows exactly how big the 
Internet will become or which of its busi- 
ness models will succeed and which will 
fail Most Internet companies launched so 
far are still unprofitable, making it diffi- 
cult to value them by traditional Wall 
Street measures such as their stock-price- 
to-earnings ratio. 

Fast Ride On A Browser 

In short, investing in an Internet stock 
today usually means investing in an idea, 
not a track record. 

Netscape Communications I stock sym- 
bol NSCP) illustrates the potential and 
the peril. The company was launched just 
four years ago with a software product 
called Netscape Navigator. The product 



became the first commercially popular 
Web browser— a type of software that lets 
you navigate the Internet easily. 

Netscape made its initial public offering 
of stock on Aug, 9, 1995, at a price of $28 
a share, then watched its shares soar as 
high as $174 within four months. 
Although Netscape now generates about 
$500 million in annual revenues, its stock 
price has backpedaled. 

Following a 2-for-l stock split effective 



in early 1996, it was trading in the mid- 
teens by February of this year (equivalent 
to about $35 a share before the split), 
pummeled by competition from software 
behemoth Microsoft Corp., which offers a 
competing Web browser called Internet 
Explorer. 

The lesson of Netscape is that fortunes 
can be lost in Internet stocks as quickly as 
they can be made. But if that doesn't 
scare you — or, indeed, if it entices you — 
you can start your Internet investing ad- 
ventures by learning more about the types 
of Internet companies available to you. 

Some of the best-known Internet plays 
include Netscape and online service 
America Online Inc. Isymhol AOL). Online 
services and Internet-service providers 
give you a gateway to the Internet by al- 
lowing your computer to dial into their 
"server" computers, charging you a 
monthly fee for that access. 

America Online's stock has climbed past 




$100 a share from less than $5 a share 
since early 1993. 

Engines And Retailers 

While Netscape's shares have fallen on 
hard times, some of the hottest Internet 
stocks of 1997 were still doing well in 
early 1998. These are the search-engine 
companies, or what McCaffrey calls 
"media aggregators' 1 — firms whose soft- 
ware products allow users to search for in- 
formation on the Internet rather 
than merely "browse* it. 

They generate their revenues by 
charging advertisers and merchan- 
disers to provide links to their 
Internet sites. The biggest indepen- 
dent players in the market include 
Yahoo! Inc. (YHOO}, Excite Inc. 
fXCIT). Lycos Inc. (LCOS) t and 
InfoSeek Corp. (SEEK). 

Another distinct group of Internet 
stocks consists of online retailers, 
s ^ch as booksellerAmazon.com 
(AMZNf and consumer-products 
auctioneer OnSale Inc. fONSL). 

Winners And Losers 

A broker can give you more infor- 
mation about these companies, or 
you can go online and check out 
their products yourself and visit 
their Web sites for additional infor- 
mation. 

Once you've found several 
Intel-net stocks that you like, hedge 
your bets by investing a little in 
each, if you can, That way, your 
winners' gains may exceed your 
losers' losses. 

Tb play it even safer, you might consider 
investing in established companies that 
offer expuMnv to the phenomenal growth 
of the Internet but aren't totally reliant 
on it. 

Examples would include Microsoft 
uMSFTi; retailer Barnes & Noble i BKS». 
which has launched an online operation to 
supplement its traditional bookstores; and 
media conglomerate Time Warner iTWX), 
which has begun to offer Internet access 
over speedy cable-television systems. 

While investing in the Internet can be 
dicey, the international computer network 
is a growth markel t he likes of which will 
be hard to find anywhere else in the years 
ahead. So happy huniin^. and ho careful 
out there. W 

Humiij Mtfrrs, former! tt a writer and edi- 
tor for Dow Jonex & Ca. far,. i& a flmn- 
rml tmter in Duvet; I f o 



At Marriott Conference Centers, 
we take your meeting to 

another 
level 



Harriott 

CONFERENCE CENTERS 

Taking Meetings to Another LaveL 

For information on all 
Marriott Conference Centers, call 

(800)831-4004 

or viait our web site at 
www. conf erencecen ters, com 



Ashman Court Hotel & Executive Conference 
Center. Central Michigan. (800) 282 7778 

Hickory Ridge Conference Center. 
Greater Chicago Area, (800) 225-4722 

Palisades Executive Conference Center. 
New York City Area, (914) 7326799 

Edith Macy Conference Center. 
New York City Area. (914) 945 $097 

MeadowView Conference Resort and 
Convention Center. Northeast Tennessee. 
(800)820-5055 

Chateau Elan Winery & Resort. 
Greater Atlanta Area, (800) 2339463 

Evergreen Conference Resort. 
Greater Atlanta Area. (800) 722-1000 

The Burkshire Guest Suites and Conference 
Center Greater Baltimore Area. (800) 4315986 

Georgetown University Conference Center. 
Washington. BUS, (202) 687-3242 

Westfiekh Marriott. Washington. D C Area. 
(800)635*5666 

The inn and Conference Center University 

of Maryteitf University College. 
Washington. D.C Area, (301) 985 7303 



Wye River Conference Centers at 
7?fe Aspen institute. Washington, D C Area. 
(4tQ) 8204905 



Three reasons why you 
sliould try a Marriott 
Conference Center. 

Marriott Conference Centers make real 
differences in the planning and execu- 
tion of your meeting Differences that 
let you concentrate on the content of 
your meeting... rather than the logistics. 
Differences found only in the Marriott 
Conference Centers Advantages. 



Our meeting rooms are 
loaded wftti all the extras 
to help your meeting run smoothly 
and guest rooms designed for bus* 
ness white on the road. 



Our professional staff 
serves as your consultant 
during every step of your meeting, 
eager to handle those inevitable 
changes. 



FJzB Our dining areas and 
HmI permanent refreshment 
stations are designed so you can 
take a break or have a meal when 
ever you like. 



NY/El 




When the CEO told the CFO to tell the HR manager to find a hassle-free, com effective group dental plan, 
nobody smiled Bm now that Hie company js on Delta Dental, everyone's smiling, Tile &Q is smiling 
because Delta's premiums sued money The HR manager is smiling because Delta did all the work, from 
Signing employees to daily sen icing. The employees" I"hc\ re smiling, too They get to choose their dentist 
and claims are paid fast. Of course, the CEO is smiling because even one else is, so it you want a hassle-free 
dental plan that'll save you money, check up on De lta at t -80(^932*0783. We ll give you a lot to smile about. 



A DELTA DENTAL 



Secure the benefits of the new IRA at Citibank- 
tax-free earnings can be easy, when you know how. 




To find out more, stop by 
a branch or call'": 



I 800 CITI-IRA x8I4 



Citibank IRA specialists will 
show you how IRAs can provide 
greater benefits than ever before. 

■ The way you think about IRAs ts about 
to change. Because now, the vast majority 
of working people are eligible for the 
new Roth IRA. It means you can enjoy 

years of tax-free 
earnings with a 
qualified wrthdrawaf ■ Changes to tradftionaJ 
IRAs may now also make you eligible for 
a previously unavailable tax deduction. 

■ Select from stocks, bonds, and mutual 
funds for your Citibank IRA Brokerage 
Account" or choose FDIC-msured products 
like CDs, ■ Visit any Citibank branch, and 
we II help you tie up all the loose ends. 

•To ensure quality service, calls are recorded 

"Securities transactions m the Citibank IRA Brokerage Accouni are through Citicorp Investment Services, member NASD/SIPC and an 
affiliate of Citibank Obtain a mutual fund prospectus. Citibank NA is trustee of the Citibank IRAs 

© 1 996 Citibank NA.. Citibank F.S,B, and Citibank (New York State). THECITI NEVERSLEEPS' 



Investment products; NOT FOIC INSURED 
•NO BANK GUARANTEE -HAY LOSE VALUE 



CITIBANK 



i used to visit my dad s office building, tc was always che same. 68 stories of 
corporate attitude. I am a nomad. Dad was weighed down by a desk. I take my office 
wherever I go. A bench in the park. A boardwalk at the beach. 3 time zones over. 
With AT&T, I can fax, e-mail, access the internet or call up a meeting anytime, 
anywhere. Today, both my kids and my dad love to visit my office. Wherever it is. 




It's all within your reach. ^HBlV 



dT&TWiretes Services can help your business with a wide range of tnfbr- 

nYJtion-sharmg sdutrons. So you can do werything you need to: access 

e*ma*J r feu ctocuments,hold conference caJfs and even receive messages 

on a phone with AT&T Dtgftal PCS Anytime. Anywhere For more 

information, call I 800-585-1659 Or wsrt us at w/JwoticomMreiess/ AT&T Wireless Services 

I 800-585-1659 



CELLULAR0WR® <Jlk^<^t<kuim**w™*Bmk4^C J 4^Qi>*C*^ 
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Keeping Track 
Of Tip Income 



The IRS is widening its 
program \for getting Jinns 
to police the tax-reporting 
pmzt iees of employees 
whose income includes 
lips. 



I iff JiHUt I'lfflh' 



Hugo Gasc has worked diligently for 
two years to make sure the waiters, 
waitresses, and busboys at his Casa 
Napoli restaurant in Falmouth, 
Maine, tell him regularly how much 
they've received in tips. 

As Gasc sees it, collecting the informal ion 
has been well worth the work. The Internal 
Revenue Service has told Gasc 
that it likes his tip-reporting sys- 
tem and has promised him in 
writing that no auditors will show 
up at his business to conduct a tip 
audit as long as he keeps the sys- 
[gfflfl in place. 

"I have peace of mind;" lie 
says, "I put in 16-hour days, and 
the last thing I wanl to do 1- lose 
sleep' worrying about whether 
his restaurant is reporting its 
employees' tip income correctly 
to the IRS, 

Gasc is one of more than 5,000 
business owners pa it iei pa ting in 
a program that the IKS started 
in 1993 to combat underreport- 
ing of tip income. 

Because the IRS found it could 
not crack down on the hundreds 
of thousands of employees in a 
number of industries who had 
been neglecting to report tip in- 
come, officials say, the agency de- 
cided to get employers to police 
their employees" tip-reporting 
practices. 

The IRS's Tip Rate Determi- 
nation/Education Program ini- 
tially targeted businesses in 
the food-and-beverage industry; last 
year it was broadened to cover the hair- 
styling and gaming industries. This 
year or next, the IRS says, the program 
will be expanded to include all indus- 
tries with tipped employees* Such work- 
ers include taxi drivers, skycaps at air- 
ports, parking-lot attendants, and pizza 
deliverers. 

If you own a business and your em- 
ployees receive tips, the IRS is going to 
hold you responsible for making sure 
that those workers are giving an accu- 
rate accounting of their tip income and 
paying the appropriate taxes on that in- 
come. 

Firms that don't comply are subject to 



audit and possible notices of deficiency 
in their tax payments. 

How Tips Come Into Play 

Tips make up a major portion of a workers 
income in many types of businesses, such 
as restaurants and hair salons. 
Tips are important to employers, loo 



If an employee receives less than $20 in 
tips in a calendar month, that amount 
need not be reported to the employer and 
is not subject to withholding, but it must 
be included by the employee in total in- 
come for federal tax purposes for the year. 

Under the program, the IRS offers two 
types of agreements that business owners 
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An arrangement trith the fatrrnal lit mutt > ■ mlrr trltirh Hugo Gaxc collects lift- receipt 

information from his train tt mat employers has </ie< -n him prove of mi ml he soys. 



Although the federal mint mum wage is 
S"i. 15 an hour, federal law permits a busi- 
ness owner to pay workers as little as 
$213 an hour if the employees tip in- 
come raises their average hourly pay to 
$5.15 or more. 

Even though employees don't receive 
their tips from the employer, their tip in- 
come is subject \ti federal income tax and 
to the 15.3 percent federal payroll tax — 
half paid by the employer, half by the em- 
ployee. 

An employer who fails to withhold taxes 
from employees 1 tip amounts and does not 
pay the required portion of the payroll tax 
to the federal government is in violation of 
the law. 



can sign to ensure they are complying with 
the law: 

Tip Rate Determination Agreement: 

Under a TRDA T the IRS works with the 
owner to arrive at a tip rate for the busi- 
nesss employees. Then, at least 75 percent 
of the workers must pledge in writing to 
report tips at the agreed-upon rate. If they 
fail u> fvport as they've pledged, the em- 
ployer is required to turn them in to the 
IRS. If an employer does not comply, the 
agreement is rescinded and the business 
becomes subject to IRS auditing. 

Tip Reporting Alternative Commit* 
nient: TRAC is less strict but requires 
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more work by the business owner. It 
docs not mandate establishment of a 
tip rate but requires the owner to 
work with employees to make sure 
they understand their tip-reporting 
obligations. 

The owner must establish proce- 
dures to receive reports on cash tips 
from employees and inform them of 
the tips the employer is recording 
from credit-card receipts. 

A business owner who signs a 
TRAO or a TRDA receives a commit- 
ment from the IRS that the agency 
will not examine the owner s books to 
search for underwithheld or under- 
paid payroll taxes on tip income — as 
long as the owner lives up to his or 
her part of the agreement. 

Complaints From Restaurateurs 

Cracking down on underreporting of 
tip income appears to be a gold mine 
for the IRS. Since the compliance 
program began in 1993, the amount 
of tips that food-and-beverage work- 
ers are reporting— and paying taxes 
on— has gone up more t han $2 billion 
overall, says Thomas Burger, the 
IRS's director of employment-tax ad- 
ministration and compliance. 

So far, nearly 5,700 TRAC agree- 
ments have been signed, covering 
about 27,000 food-and-beverage es- 
tablishments There have been about 
1,000 TRDA agreements, covering 
2.800 establishments 

Restaurant owners, however have de- 
cidedly mixed feelings about the compli- 
ance effort, says Mark Gorman, a lobbyist 
with the National Council of Chain 
Restaurants, a trade group based in Wash- 
ington, D.C. "Some businesses have been 
pretty pleased with it because they feel it's 




Monitoring and pdnvutiuq cnipiouwH on tip n> porting 
has been a burden, says restaurant manager Li sa 
YIoIk iwtk waiter Jeff 'Moore, 



gotten the IRS out of their business, but 
others have had trouble getting employees 
to report their tips," 

Still other business owners have been 
threatened with audits if they did not sign 
a TRAC agreement, Gorman says. That 
complaint is echoed by many other restau- 
rant-industry executives. 
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Burger says that IRS agents have 
never coerced business owners into 
participating in the program. But at 
least some members of Congress are 
taking the industry's concerns seri- 
ously: The House's version of IRS-re- 
structuring legislation, approved in 
November, includes a provision that 
wouJd prohibit the agency from 
threatening audits to get business 
owners to sign a TRAC or a TRDA 
agreement. 

The Senate is expected to take ac- 
tion on IRS rastructunngsoon. It was 
uncertain at press time if the tip-re- 
porting provision would l>e included 
in any measure the Senate may ap- 
prove. 

Keeping TRAC On Track 

Gasc approached ihe IKS voluntar- 
ily. "I read about TRAC and felt it 
was something I should do" to guar- 
antee that his business was above 
reproach on tax reporting, he says. 
He contacted his local IRS office in 
1995; officials there offered him a 
TRAC agreement, and he signed it 
enthusiastically. 

The agreement requires Gasc. who 
has six or seven tipped employees 
working during any given shift., to 
provide each worker with a written 
statement, at least monthly, showing 
the amount of credit-card tips attrib- 
uted to the employee. Gasc also has to 
keep records showing the amount of cash 
tips each employee has received— informa- 
tion the employee has to supply him. 

In addition, Gasc has to educate new 
hires about their tip-reporting obligations 
under the law. And he has to remind his 
employees of those obligations at least 
every quarter 



Getting Help From The IRS 



The Internal Revenue Service offers a 
number of resources to help employers 
make sure their tipped workers under- 
stand and comply with the rules on re- 
porting tip income. For free copies of 
the publications listed below, call the 
IRSs Forms Distribution Center at 1- 
800-829-3676. 

■ Publication 'Ul. Reporting Tip In- 
conn describes the employee s tip-re- 
porting obligations under the law. 

■ I'nblieation 12^, Eniphnjccs Dmltj 
Recmrl of Tips and Report to Employer 
contains two forms that are designed to ' 



help employees record and report tip 
income. 

The first, Form 4070-A, "Employee's 
Daily Record of Tips * can be used by an 
employee to keep track of tips received in 
cash. 

The second, Form 4070, "Report to Em- 
ployer/' can be used by the employee to 
make periodic reports to the employer re- 
garding tips received. 

Employers and employees do not send 
these forms to the IRS hut keep them for 
their own records, 

■ Tips on Tips is a brochure for em- 
ployers in the food-and-beverage indus- 



try that describes the Tip Reporting Al- 
ternative Commitment I TRAO) and the 
Tip Rate I>tennmntion Agreement. It 
contains a sample TRAC agreement and 
explains how a business owner can 
apply to the IRS to enter into such an 
agreement. 

■ "Reporting Tip Income: On TRAC" 
) is a 16J4-minute video that employers 
can obtain free by calling a local IRS 
office. They can use the video to help 
their workers understand their tip-re- 
porting obligations. 

The video covers subjects such as 
why employees must pay taxes on tips, 
how to report tips, and what penalties 
! an employee might incur if he or she 
does not report, tip income p roper h 
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Gasc says he threw himself into the task 
and has gone beyond the IRSs require- 
ments. He has each worker turn in a re* 
port at the end of each shift showing the 
amount of tips received in cash, and he re- 
views credit-card slips so he can tell each 
employee the amount of tips earned in that 
manner. 

The IRS requires tip income to be re- 
ported monthly on a special form. Gasc, 
however, produces a weekly computer 
spreadsheet For his own records, detailing 
each worker's tip income. "1 work very 
hard at tracking" the restaurant's receipts 
and tips, Gasc says. "Every penny of those 
t ips is lx j in^ tracked by us." 

More Work Far Some Employers 

Not all restaurateurs are singing the IRS 
program's praises. Lisa Violt, manager of 
Skilligalee, a restaurant in Richmond. Va.. 
says educating and monitoring her 35 
tipped employees on their tip-reporting re- 
sponsibilities has been a hassle. 

In fact . \ >i - <i> felt pressured \nU > 
signing a TRA< ' agreement by IRS agents 
in 1996. They had examined the restau- 
rant's books and determined that Skill!- 
galee employees had underreported tips 
during the previous six months. 

According to Violi, the IRS said that if 
she did not sign a TRAC agreement, the 
agency could examine Skilligaleet lttxjks 
going back eight years, "We felt we didn't 
have a choice in the matter," she says. 
"Who wants to go through a huge audit 
way back to 1988?' 

Now. Vi nil's lipped employees give her 
weekly reports showing how much they re- 
ceived in cash tips, and she monitors 
credit- card tips. 

As the agreement requires, Violi also has 
to keep her employees educated about re- 
porting requirements. New hires watch a 
video on tip reporting that Violi obtained 
from the IRS She sends her workers quar- 
terly memos to remind them of their tip- re- 
porting responsibilities. 

"I think it's put a lot more of a burden on 
us in terms of paperwork, and its hard to 
get compliance from a lot of your employ- 
ees," Violi says of the TRAC agreement. 

Staying Ahead Of The IRS 

Tax experts say that if your business in- 
volves tipping, you should be aware of your 
legal obligations and do your best to com- 
ply to avoid tangling with the IRS. 

If your business is in the food-and~lx?vei- 
age industry, you should evaluate TRAC 
and TRDAto see which one is right for you. 
according to accountants and tax attor- 
neys. The same advice holds true for busi- 
ness owners in the hairstyling and gaming 
industries, on which the IRS has recently 
begun to locus. 

Owners don't necessarily have to sign ei- 



ther agreement, however, if they already 
have their own tip-reporting system and 
are confident it works, experts say Hut 
some entrepreneurs may decide that sign- 
ing a TRAC or a TRD A would be worth any 
headaches it might entail because the 
agreement comes with the IRS*s promise 
to forgo a tip audit of their businesses. 

If your business is not in one of the three 
targeted industries but employs workers 
who receive tips, TRAC and f RDA won't 
be available to you until the IRS develops 
its generic agreement for all industries 
with tipped employees. And that could 
take an additional year or two, according 
to tax specialists. 

Can you ignore tip reporting in the in- 
terim 7 

No, say tax experts; don't wait for IRS 
agents to come calling before you do some- 
thing about tips. "We tell this to every 
client: It's better to comply with the law 
now and do it properly" to avoid the possi- 
bility of a tip audit down the road, says 
Jim Kelly, vice president of technical 
analysis for Triple Check Income Tax Ser- 
vice, based in Montrose, Calif 

For help in understanding how to com- 
ply, the IRSs Burger recommends that 
you contact the nearest IRS *tip coordina- 



tor" There's a person so designated in 
each of the agency's 33 district offices 
around the country. The tip coordinator 
can explain employer obligations under 
the law and give you publications and 
tonus thai ran help you develop n Lip-re- 
porting system for your employees. (See 
"Getting Help From The IRS," Page 32. 1 

Convincing some business owners 
to comply with tip-reporting ruJea 
can be an uphill battle, tax pro- 
fessionals say. *As much as I 
preach" to clients about the legal re- 
quirements, "there's still a lot of tipping 
that goes unreported, and it drives me 
crazy," says Mary Lou Pier, president of 
Pier and Associates. Ltd.. an accounting 
firm in Chicago. 

Tip reporting may be easy for employers 
to overlook— but not for the IRS. The 
agency's compliance program has been lu- 
n at i v e, and it's here to stay. Business own- 
ers need to know that *this is not some- 
thing the IRS is going to walk away from." 
says Burger. "There are just too many dol- 
lars out there" • 

Joatt I'njde is a finance tenter itt Wash- 
ntytoit. IXC. 



Got Employees?* 



Get PayClock ! 

It calculates hours automatically; 
eliminates paper time cards 
forever and interfaces directly 
lo payroll, saving you countless 
hours every pay period. See 
for yourself how thousands 
of growing businesses are 
saving lime and money / 
with PayClock, 

Call or visit 
our website 
for a. 
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MANAGING 



Putting A Lid 
On Conflicts 
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You ivant your business to 
sizzle — but not to boil over 
with internal battles. 
Here's how to strike a 
balance. 



By Michael Barrier 



It's the horrific stories of workplace vio- 
lence that catch your eye — the postal 
worker who murders his colleagues, or 
the fired employee who returns to kill 
the boss he blames. For many small busi- 
nesses, however, the danger is not from 
that kind of extreme violence, 
but from lower levels of internal 
conflict. A company can be 
slowly poisoned by anger and 
hostility. 

u In large companies," says 
Dennis A. Davis, a San Diego 
consultant and the author of 
Tin-tots Pr/idittfr Fusts Btrni- 
itftj: Managing Workplace IVo- 
knce I Davies-Black Publishing, 
$27.95), "it is possible to still be 
anonymous except to those peo- 
ple who work immediately 
around you. In a small company, 
that just isn't possible. 

iJ Thc presence of conflict and 
tension in a small company, even 
if it's just between two individu- 
al I s. has much larger ramifica- 
tions for the company as a whole. 
You can't avoid knowing what's 
going on in a small company/ 

When Donna Stringer and a 
business partner started a Seat- 
tle-based training company. Ex- 
ecutive Diversity Services 
(EDS?, in 1989, they tried to 
head off internal conflicts by de- 
ciding what "core behaviors" 
they wanted from their employ- 
ees before the company ever 
opened its doors. 

Only four people — Stringer, 
her partner, and two other con- 
sultants^ — worked at EDS then, 
and the company is still small. It 
has only seven full-time staff members, 
along with dozens of trainers who work as 
independent contractors in other cities. But 
even so manageable a growth rate became 
an incubator for conflict. 

As the company grew and began to serve 
larger clients, Stringer says, its owners 
failed to re-examine those "core expecta- 
tions" and say, w Are they still serving 
usT — even though growth meant that 
"people had to do different kinds of things 
in different ways.** 
As EDS added people — a business man- 



ager, a client-services manager, a market- 
ing manager — to the original four. 
Stringer says, "the four of us continued 
acting the way we used to act. If the phone 
rings and its a potential marketing con- 
tact, you handle it. If a client wants some 
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material modified, you do it. So the lour of 
us were getting in the way of other people 
doing the things they'd been hired to do. 

"Scheduling was a bt£ issue/ she contin- 
ues. The phone rings, somebody wants 
training on a certain day, and I look at the 
calendar and say, 'Sure, that days free, well 
schedule you in there. 1 What I don't know is 
that the business manager is on the phone 
talking to somebody else I about training on 
the same datel, and its her responsibility to 
schedule. So I just screwed up." 

It's hard, though, to tell the president of 



the company that she has just made a 
mess of things. "What you do/ Stringer 
says, "is fuss and fume and talk to some- 
body else about it, and pretty soon every- 
body's all riled up." 
Such conflict among the people working 
in a small firm can be insidious be- 
cause business owner's and man- 
agers recoil from doing what's 
needed to control it "Entrepreneurs 
have to be very task -focused, goal- 
oriented/ says Charles E* Labig, a 
Chicago-based corporate psycholo- 
gist and the author of 'Preventing Vi- 
olence in the Workplace (AMACOM 
$24,95 ). 'That set of skills tends not 
to go along with human-relations 
skills/ 

Says Stringer: 'The top two 
things that managers tell us they 
don't want to deal with are conflict 
resolution and performance evalua- 
tion — and they don't like perfor- 
mance evaluation because it can 
cause conflict.* 

Fortunately, there are some rela- 
tively simple steps that a small- 
business owner can take to keep 
conflict tuider control. Among them: 

Manage conflict — don't sup- 
press it. Small -business owners 
and managere should regard con- 
flict not as an evil to be eliminated, 
the exjwtd suggest, but as an in- 
evitable phenomenon to be man- 
aged to the company's benefit. 

"Good management brings out 
differences of opinion, to see all 
sides and come to the best deci- 
sion," says Labig, who worked in 
Boston for a dozen years as an in- 
dependent consultant to family- 
owned businesses and partnerships. 
Daniel S. Hanson, author of VoWrcativtj 
tomtfttnt (inttnitl: tttleusiua the Power oj 
Relationship!* at Work (Butterworth-Heine* 
mann, $17,95), calls conflict s *an opportu- 
nity to gain knowledge." 

Even though EDS is itself a training or- 
ganization, it now tries to bring conflicts to 
the surface by calling in outside trainers 
twice a year. "Every time we bring some- 
body in to do some teamwork with us or 
communications work with us, 1 * Stringer 
says, "we discover something else that one 
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of us has been troubled by 
and hasn't necessarily 
been talking about.* 

Training is hazily a cure- 
all, however* " 1 nt ui ti vely " 
Hanson says, "as a man- 
ager, I think you know if a 
group is stuck in deep, bad 
conflict or they're just hav- 
ing difficulty working on 
surface issues In the latter 
case, formal training may 
be overkill, and an honest 
group discussion is all that's 
needed- 

Whatever you do, don't 
try Ui suppress conflict by 
discouraging expressions of 
disagreement. What usu- 
ally happens when companies try to sup- 
press conflict. Hanson says, "is that it comes 
ou I in odd places and in odd ways — as 
workplace violence if it gets really bad, or as 
unproductive activity behind the scenes" 
such as constant gin ping. 

Establish clear rules governing con- 
flicts. As Labig says, "It's the job of senior 
management to create the environment of 
an organization" — and that job includes 
laying down rules governing disagree- 
ments. "That means you have rules for 
how you treat each other; you have rules 
;il>out listening, about being respectful 
and nbnut trying to appreciate the differ- 
ences in style and perspective," 

Supervisors must be "very clear" about 
the behavior they expect. Stringer says, 
adopting a "preventive strategy" that en- 
tails "identifying as clearly and overtly as 
possible what behaviors will and will not 
be tolerated in the work environment." 

Such rules should mandate "a focus on 
the issue and not on the person," says San 
Diego consultant Davis. The rules should 
mark oul prohibited behaviors, including 
violence and threats of violence, but they 
alsu ".should entourage the resolution of 
conflict through discussion." 

One small example of a successful rule: 
Hanson, an executive of Land O'Lakes Int 
in Arden Hills, Minn., works with a team 
of six executives, and, he says, "we say that 
we will not attack someone until we have 
repeated what they've said to their satis- 
faction," Disagreement is thus focused 
clearly on the other person's position. 

Even though employers should write the 
rules, they should be open to changing 
those mles in response to employee feed- 
back. "What's impui1a.nl." Hanson says/'is 
to get to the point where the entire group 
has some input into what the codes of be- 
havior are." 

American workers demand not the free- 
dom to do whatever they wish, Davis 
says, but the courtesy of explanations for 



In rejecting 
others' ideas, 
"how it's done is 
more significant 
than what's 
done." 



what they are required 
to do. 



—Consultant Dennis 
A. Davis 



Make your own be- 
havior a model. Setting 
clear rules isn't enough; 
it's just as important that 
you obey them. "Where 
you get into problems is 
when senior manage- 
ment doesn't live by its 
own rules' Labig says. 

If a boss tells employees 
to treat one another with 
respect but treats them 
with obvious contempt, I 
employees will ignore the 
words and follow the ex- 
ample. How the owner 
models behavior is a critical element," Labig 
says. "If J run the business and 1 heal up 
somebody emotionally in front of everybody 
else, you're going to see that ripple through 
the whole company." 

You may want someone to tug on your 
sleeve when you need reminding of your 
obi igation to set an example. "A lot of smart 
entrepreneurs have someone working with 
them, either within the organization or a> a 



mentor or a coach, to help them deal with 
the interpersonal side," says Hansoa 

Avoid ending up with winners and 
losers. Resolving disagreements, Stringer 
suggests, shouldn't be a matter of ^figuring 
out who's right and who's wrong" but of de- 
ciding which outcome "is going to most ef- 
fectively serve the business.* 

Inevitably, though, if an employees point 
of view does not prevail— if in particular 
you as a boss reject the employee's idea — 
the employee will feel like a loser. But 
what is likely to matter most to the em- 
ployee, Davis says, is not that he or she 
last "but that you were respectful and cour- 
teous, and it seemed that [the employee s j 
opinion counted for something. That's 
what's crucial. How its done is more sig- 
nificant than what's done/* 

Labig agrees: The human factor is criti- 
cal. Its not just getting to a decision; its 
helping the group form the kind of team 
that is going to maximize profitability for 
the company." 

As Davis puts it. the way to manage con- 
flict well is to bring each employee around 
"to genuinely caring about what's best for 
the company even if my idea isn't if >fl 
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Retirement Investment Specialist. 
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hang up the phone. 
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Raking In 
The Blue Chips 



For this years national 
Blue Chip Enterprise 
honorees, damiting chal- 
lenges are simply the raw 
material for triumph. 



By Michael Barrier 



^■hey work in very different worlds— 
I one surrounded by bright colors, an- 
I other in perpetual darkness; one 
I amid crushed fenders, another where 
the air is scented by freshly cut wood — but 
they share one thing: They have met un- 
common challenges with uncommon en- 
ergy and ingenuity. 

They are the entrepreneurs who head 
the four companies chosen as national 
Blue Chip Enterprises in the annual com- 



of Not if ms BmhtewJ This year's national 
designees are: 

■ Candy Bouquet International, Inc., of 
Little Rock, Ark. 

■ Narrative Television Network of 
Tulsa, Okla. 

■Three-C Body Shop Inc. of Columbus. 
Ohio. 

■ American Hardwood Co. of Gardena, 
Calif 

Here are their stories. 
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petition co-sponsored by Massachusetts 
Mutual Life Insurance Co. (known as 
MassMutual— The Blue Chip Company), 
the U.S. Chamber of Commerce. Xnlifnts 
Bit s i 1 1 1 s v. n nd " Fii 's t B u siness," th e ( ) hi \ m - 
bers half-hour morning business-news 
television program sponsored by MassMu- 
tual. 

The national Blue Chip Enterprises 
were chosen from among 168 companies 
named earlier this year as Blue Chip En- 
terprises. (For a complete list of companies 
honored nationwide, see the March issue 



Candy Bouquet International 



Tilt 



One key to business success, Mar- 
garet McEntire suggests, is to give 
away your merchandise. 

Months before she opened a 
tiny retail store in the vestibule of 
a Little Rock bank in 1992, she 
gave away dozens of free samples to mer- 
chants in the Pulaski Heights shopping 
area — restaurants, doctors' offices, beauty 
shops, dry cleaners, "everywhere the mid- 
dle-aged housewife goes during the day." 



she says. "They re going to see it, think it's 
a neat idea, pick up that business card, 
and call you." 

McEntire was giving away bouquets 
whose "blossoms" were not flowers but can- 
dies. u No one ever turned me down/ she 
says of the local businesses that took her 
free samples. When a bouquet had been 
devoured, she would provide another one. 

That was only an opening move in what 
has Mimed out to be 8 winning st rat euy. 
McEntire began offering Candy Bouquet 
franchises in 1993, and her company, 
Candy Bouquet International, now has 
more than 250 franchisees. Last year s 
sales volume for the chain was million, 
up from $14 million in 1996. 

McEntire, 45, started her business at 
home t and around 20 percent of her fran- 
chisees are hume-hased. "It makes us have 
a great success rate [only two franchisees 
have failed outright] because they can 
start out" with an investment as low as 
$7,000. she says, "and then gradually work 
into big stores." 

McEntire was making candy bouquets 
in her garage, Triad of for fun," she says, 
when ''friends stalled saying they wanted 
them/ She quickly realized that she had a 
potentially viable business on her hands. 

Her first Candy Bouquet store opened 
not in Little Rock but in Houston in 1989; 
one of her sorority sisters from the Univer- 
sity of Arkansas opened it, as an equal 
partner, McEntire knows better now, but 
at that time she feared that Little Rock 
might be too small a market. (There 
are now seven franchises in the Little 
Rock area.) 

The Houston store was doing 
"dynamite business," McEntire says, 
but then her friend's husband lost his 
job and the couple decided to leave 
Houston; she called McEntire 
around the end of 1991 and said she 
was closing the store. 

McEntire's husband. Jay, was 
suffering business reverses him- 
self—he was drilling for oil and gas 
^ at a time when the energy industry 
was sagging, "We were at a low 
ebb," McEntire says. 

McEntire had continued to make bou- 
quets in her garage even while the Houston 
store was open, and she kept doing so alter 
that store closed. She opened her Little 
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Rock shop in August 1992, after her 
business had grown to the point that 
the bouquets **had started taking 
over the house," she says. Her first 
space was only 90 square feet, but 
she squeezed in 45 bouquets. 

She had put plans for franchising 
on hold after the Houston store 
closed, Within a few months of the 
Little Rock store's opening, though, 
she had decided to 
take that plunge. 

The McEntires 
drew up their fran- 
chise- documents and 
shepherded them 
through the various 
state governments, 
over the course of a 
year, without ever 
enlisting an attor- 
ney's help. Candy 
Bouquet was regis- 
tered in all the states 
by late 1993, and 
franchising has since 
proceeded at an ac- 
celerating pace, with 
franchises now as far 
afield as Malaysia 
and the Persian Gulf. 

Candy Bouquets 
franchisees don't pay 
royalties. They pay 
an initial franchise 
fee, but after that 
they pay only a 
monthly "association 
fee* of $35 to $200— 
just enough to cover 
her overhead, McEn- 




dom of design/ she says 
McEntire is shooting for 1,000 fran- 
chises by 2000, and she relishes the 
thought of the challenges that such 
growth would bring to what is still a 
very small company with only a half- 
dozen rulkime employees. "I'm a very 
active person," she says. "1 can't sit 
still. Jay says Im like an old mule— 
Im either moving or Fm sleeping." 



tire says. 

Her profit thus 
must come from her warehouse — an in- 
centive not only to keep her prices compet- 
itive, she says, but also to find exclusive 
products, including even the wire that 
holds the bouquets together, which was 
"invented just for us." 

Because she doesn't charge royalties, 
McEntire says, Tin not making as much 
money as most (franchisors]. Not any- 
where near But Fm looking on down the I 
road." For one thing, she says, she has a ' 
very' open relationship with her fran- 
chisees: They share ideas with us." 

Thanks in part to the free flow of ideas, 
the bouquets themselves have changed a 
lot. Her earliest bouquets were puny com- 
pared with the current productions, McEn- 
tire says; the first ones were much shorter, 
and decorated with *^junk candy" instead of 
the private-label candies and chocolate 
rosebuds that her franchisees use now. 

New franchisees spend a week in Little 
Rock learning how to make 10 basic de- 
signs, but otherwise there's "a lot of free- 
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Narrative Television Network 

Let T s say you're channel-surfing one 
evening and a familiar movie catches your 
attention. You settle back to watch it one 
more time, but then you notice something 
unusual: You're hearing not just the usual 
soundtrack, but another voice, too. A 
smooth, professional narrator is describing 
exactly what's happening on the screen, 
but without ever stepping on the dialogue. 

What you're seeing has come to you from 
a Tulsa company called Narrative Televi- 
sion Network (NTN), which offers pro- 
grams for the blind and visually impaired, 
NTN provides 20 hours a week of narrated 
movies and TV shows to cable operators, in 
two-hour blocks. It is one of the many 
small cable networks, offering less than a 
full days programming, that a cable oper- 
ator can combine on a single cable channel 

NTN*s president and co-founder, Jim 
Stovall, 39, is himself blind. He suffers 
from macular degeneration, an eye disease 



that most often attacks the elderly; it was 
diagnosed in Stovall when he was 17. He 
was thinking of quitting high school In- 
stead, he went to college and later worked 
as a stockbroker. He was totally blind by 
age 29. 

"The level of intimidation would be hard 
to describe," be says of his descent into 
total blindness. "You want to get this little 
spare that you feel mm Portable in, and 
never leave it." He had 
I^H made enough money as 
^98$j a stockbroker "to buy 
3|gyjj myself some time, r he 
says, but T wasn't sure 
what 1 was going to do." 

He met Kathy Haip- 
er, a legal researcher 
with severely limited 
eyesight, at a Support 
f \ - j group for the blind. 
^HflH They recognized in each 
H other a desire to make 
^^■^Ol careers that transcend 
their handicap. Stovall 
had already experienced 
the frustration of trying 
to follow a familiar film 
from its soundtrack 
alone, so they began ex- 
perimenting with narra- 
tion 

Once they had mas- 
tered the technical side, 
they put together a two- 
hour package of old TV 
shows, duly licensed 
from the copyright own- 
ers and transferred to 
videoeasseite. The 1 cas- 
settes were distributed 
by mail, through a na- 
tional library service for 
l he blind. (As to why those Maul people 
would have VCRs in their homes, Stovall 
explains that 'the vast majority live in a 
home where someone else is sighted.*) 

u After three or four weeks, we realized 
we had a distribution problem," Stovall 
says. "There was no way we were ever 
going to keep this audience happy with the 
limited amount of programming.* Demand 
was overwhelming— like most other Amer- 
icans, blind people didn't want to enjoy a 
couple of hours of TV a week, they wanted 
several hours of it a day 

The only answer, Stovall and Harper soon 
realized, was to put their narrated shows on 
the air, Tulsa has a single large cable sys- 
tem, and it agreed to broadcast two hours a 
week i)<" the narrated shows. With that as a 
lever, Stovall was able to get the shows on 
m her cable systems, then on a cable net- 
work, 

In the past few years, NTN has been de- 
livering more and more prcjgrainming— 
now 12 to 15 hours a week— with the nar- 
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and services from MarketFAX. Just provide the advertiser's 
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Ryder. With a team of transportation professionals, Ryder can help you con- 
trol costs, improve flexibility and turn transportation into a competitive advan- 
tage. Call now for our free information kit . 855 

Cessna. Tired of the cost and time wasted on commercial airline iraveJ? Find 
out how your company can benefit from using a Cessna CitationJet 880 

Mita Fax Machines. Reduce cost and transmission time. Mita machines 
allow you to scan documents into memory at six seconds per page. Laser tech- 
nology lets you use plain paper tor clear precise images. Three cost-effective 
models available. 864 

WebRamp M3. Give your entire company Internet access through one sim- 
ple-to-use device. Named Best of Show at Networld+ Interop, the M3 efimi- 
nates the necessity of separate Internet user accounts. Try it for 30 days with 
a money-back guarantee 832 

Fidelity Investments® has teamed with the U S Chamber to create a 
retirement program exclusively for Chamber members. It's called 
the CHAMBERplan And its designed specifically for small to mid-sized 
businesses. 818 

IBM. Looking tor more than just a PC to solve your business problems? IBM 
can help by offering you integrated hardware and software, service contacts, 
and financing at attractive terms. Call today for more information. 833 

All Tune and Lube, it's what's hot in franchising. Join the recognized leader 
in the 170 billion-dollar automotive service industry. Our multi-branded con- 
cept allows franchisees 3 times the potential under one roof. 871 

GTE. Now your business can rely on a single company * GTE * for help with 
all your business telecommunications needs, including worldwide long dis- 
tance. Call today and count on GTE for help. 815 

General Nutrition Centers, one of Americas most-recognized specialty 
retailers could also be your best franchise opportunity. You can tap into the 
lion's share of the $6.5 billion nutritional supplement market while becoming 
part of an international retail chain more than 2,800 strong 824 

NEC. The Corporate Networks Group, a telecommunications industry 
leader, integrates diverse telephone, computer, and video technology for busi- 
nesses of all types and sizes through its FUSION Integrated Communications 
Business Strategy, delivenng information in voice, data. text, video, and image 
Calf for details, 804 

Mail Boxes, Etc. The world's largest franchisor of neighborhood postal busi- 
ness and communications service centers targeting small business owners and 
consumers. Call for more information on franchising opportunities 848 

Emkay Fleet Services. One of the top 10 fleet management companies in 
the country, Fifteen management programs to choose from r including open- 
ended operating lease, insurance, safety, maintenance control and full man- 
agement Call today for details and an office near you. 809 

Ascom Hasler Mailing Systems. Save money 
by learning how our new postal and shipping 
scales will make your mailroom more efficient and 
less costly. 892 



Trip Fon is always open for business. We provide information for vacation 
and business travel. And we guarantee the lowest air fares! Call tor details. 
ATTN Travel Agents, join our network. 828 

Ricoh. Our free video and brochure will show you the advantages of the 
Aficio Digital Copiers. The Aficio digital line includes an array of models: color, 
multifunction, and black and white copiers 826 

Royal Copystar. The RC-2260 copier is packed with features and perfor- 
mance required in today's information age. Sixty letter-size copies per minute, 
five on-line paper sources, mi custom edge erase' so you can quickly and 
easily copy checks and odd-size originals. Call tor specs B58 

Steamatic is a diversified cleaning and restoration business with multiple 
income opportunities. A single franchise fee provides residential and com- 
mercial air duct cleaning, insurance restoration specializing in fire and water 
damage, carpet, furniture and drapery cleaning. 825 

MarketFAX. Use this exciting interactive fax technology to get immediate 
results for your small business. Call today to find out more information about 
the benefits of this system. 865 

TargetSmart! is the first book to describe how database marketing can be 
used by small businesses. Using visual aids and a two-year case study the 
book shows how to strengthen customer relationships and increase sales 816 

Ricoh's Digital Multi-Functional Equipment delivers powerful tax 
copier and optional printing, scanning and PC faxing capabilities in one com- 
pact unit. To find out more about maximizing your productivity, call today tor 
a free brochure. 827 

MICA Software. Get the details on a 30-day free trial of live accounting 
software. It's not just a demo version! Use your own data files. Get full use of 
our tech support Call for more information on the MICA Series. 803 

Crane & Company. Crane Business Papers are always 100% cotton for 
quality that makes you stand out whether used for a resume, business letter- 
head, or presentation. Call for details and a free sample 834 

Blue Chip Enterprise Initiative. An award program that has honored 
more than 1,600 businesses since 1990. Find out how your business can 
qualify for this program. Calf for information. 811 

World Record Golf Club. New oversize Controller driving iron sets a world 
record from the fairway. The 12.5" model misses world record for a driver by 
one yard. Its patented design reduces hooks and slices and conforms to 
USGA Rules. 830 

American Ute. Add a valuable life-insurance program to your employee's bene- 
fit package at no cost to your company! It can be handled with payroll deductions 
And its an ideal supplement to an existing Group Life coverage. Its portabte. too. 
Call for details 806 
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ings and order information. 829 
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ration on a separate audio channel, which 
you can't hear unless you push a button 
marked *SAF on your TV. 

There will always be a core of "openly 
narrated" programs, Stovall says, but in the 
future most shows will offer the narration 
separately 

Such narration is "very much the equiv- 
alent" of the closed captioning for the deaf 
that is already common on broadcast 
TV, Stovall says. The 
broadcast networks 
"have been very inter- 
ested in serving our au- 
dience," he says, but 
they have also been 
concerned about who 
would bear the cost of 
such a service and how 
revenue would be gen- 
erated from it. 

Although NTN bene- 
fits from widespread 
goodwill in the TV in- 
dustry, Stovall says — 
"its kind of a warm 
fuzzy" — he has always 
thought of NTN in busi- 
ness terms, not as a 
charity. "The long-term 
viability of this depends 
on somebody making 
money," he says. 

The programming 
that NTN provides now 
is paid for either by the 
cable cliannels that pick 
it up or by "barter'*— 
that is, the cable chan- 
nels get to sell part of 
the advertising time. The U.S. De- 
partment of Education also subsi- 
dizes NTNs programming, as it does 
closed captioning. That federal fund- 
ing— a seed capital," Stovall calls it — 
accounts for roughly half of NTTvTs 
revenue. 

NTN may be just beginning to 
tap its commercial potential, but in 
other respects it has already paid 
off for Stovall and the half-dozen 
other people who work at NTN. 

This is a good business,** he 
says, "but beyond that, speaking as a blind 
person myself, it's a big deal. I feel good 
about what I do. Everybody here does. 
When you go home, and you ve had a long 
day, sometimes it's nice to know that 
you've done something good for somebody." 

It's thanks to his blindness, Stovall be- 
lieves, that he has been able to make such 
good use of a life that might have been 
wasted if he had dropped out of school. "If 
1 had the choice now to be able to see 
again but also to go back and be the per- 
son I used to be," he says. Tj wouldn't do 
that. I much prefer this." 



Ttiree-C Body Shop 

You have a real flair for marketing, it's safe 
to say, if you can create strong demand for a 
product or service that no one really wants 
to buy — the repair of collision damage to 
your car, for instance. By that standard, 
Robert A. Juniper Jr. of Three-C Body Shop 
in Columbus is a marketing genius. 
Juniper has depicted for the public a 
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H David-and-Goliath conflict between 
himself and some members of the 
property/casualty insurance industry; 
which of course pays for most of the 
repairs that Three-0 makes. Three-C 
presents itself not just as David, but 
as a David on the car owner's side, 

The key is educating the con- 
sumer,* Juniper says. "That's a huge 
job. We do a big chunk of the educat- 
ing on the radio." His commercials, 
he says, "loach people that the in- 
surance policy is really a contract, 
and that when they have an accident or a 
loss, there are certain things that the insur- 
ance company must do. It becomes you and 
the customer against the insurance com- 
pany." 

One example: Juniper believes that if a 
door requires repainting, the handle and 
all the trim should be removed first — a 
step that takes a couple of hours and that 
many insurers don't like to pay for. Paint- 
ing without removing the trim is the 
equivalent of not taking your pictures 
down when you paint the walls in your 
house," Juniper contends. 



lb deal with an insurer's reluctance to 
pay, one tactic Juniper uses is "to do exactly 
what they tell you to do," he says, even 
when it is, in his view, the wrong thing to 
do. Then you get a bad result*— one that Ju- 
niper has warned the customer about, in 
advance of the work. The customer typically 
demands a "re-repair." which can wind up 
costing the insurer more than if the work 
had been done right initially. 

"You do that a few 
times,** Juniper says, 
"and all of a sudden 
they don't play that 
game anymore.'* He 
emphasizes, though, 
that "we're not set in 
concrete, Well negoti- 
ate" on how much time 
might be required to 
perform a repair— 'but 
not on the operations 
that have to be per- 
formed to do the job 
properly.'' 

His relations are 
good with a few smaller 
insurance companies, 
he says, but because 
some big companies 
now discourage their 
customers from taking 
work to Three- C, he 
has responded by open- 
ing claim centers of his 
own. His marketing 
message, he says, is 
this: "Just bring your 
car to me at my claim 
center, and well handle 
getting your insurance company to take a 
look at it" 

What stimulated Juniper's campaign was 
an effort, by the insurance industry to hold 
down costs through what are called direct 
repair programs, or DRPs. Under these pro- 
grams, insurers steer work to body shops 
that hold their prices to specified levels. 

In 1992, when Juniper told a radio sales- 
man about how the DRPs were starting to 
siphon work from hirn, "he talked me into 
committing $25,000 to radio advertising" 
— even though Juniper thought, he really 
should spend the money on new equip- 
ment, 

A few months later, Juniper was starting 
to see significant increases in business. He 
decided to "roll the dice,* he says, and he 
wound up spending $70,000 on advertising 
that first year. "When I really started pour- 
ing it on," he says of the advertising, "we 
started to go vertical with our growth. ' 

When the ad campaign began, Juniper 
had one location and about 9,000 square 
feet. He now has 40,000 square feet at the 
original shop and six other locations he- 
sides, and Th ree-C has become, says an in- 
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dustry publication, the llth-largest such 
company in his fragmented industry 

The Three-C name comes from the 
shop's location on a highway linking ( ']i 
land, Columbus, unci Cincinnati. Juniper s 
uncle and then his Father owned the busi- 
ness before Juniper bought it from his fa- 
ther in 1984. 

The last year his father owned the busi- 
ness. Juniper says, the company's rev- 
enues were $104,000, and there was 
only one employee in addition to the 
two Junipers. "Now we do $104,000 
every three days * he says, and there 
are 84 employees. 

Even though Juniper says he is 
"way out of my comfort zone 1 * manag- 
ing a company of Three-Cs size, fit.' 
plans to grow even bigger 'The real 
opportunity is increasing the effi- 
ciency of the operation." he says. "If 
you can do it faster, better, and 
cheaper, the world will beat a path to 
your door." 

American Hardwood 

As Sandy Gray says, *Most wood companies 
are started by rraftsmerv the kind of people 
who sell things they make at home. 'That's 
not how I got into the business.*' He took a 
far more circuitous route — but still was able 
to revive a small California wood-products 
firm that had fallen on very hard times. 

Gray, 31, is CEO ofAmerican Hardwood, 
a 155-empIoyee company in Gardena 
whose principal product is slats of bass- 
wood and poplar for Venetian blinds. He- 
fore he landed at the company in 1990, he 
had been educated as an engineer at 
Princeton University and then worked in 
investment banking in Los Angeles for al- 
most two years. 

Investment banking "is always going 
after the kill,* he says." "1 didn't get a lot of 
personal satisfaction out of it. 1 wanted to 
build something.* So, rather than go back to 
school for an MBA — a natural step for a 
young investment banker— "I decided to Liy 
my hand at manufacturing for a while," he 
says. 4< I liked tangible things." 

A friend put him in touch with a venture- 
capital firm that had just hacked an entre- 
preneur in the purchase ofAmerican Hard- 
wood, until then a family-owned linn. Six 
months after Gray joined the firm, the new 
CEO put him in charge of manufacturing 
the slats. 

Caught hy the recession of the early "90s, 
thg company saw its sales drop SO percent 
in the first year under the new ownership. 
The CEOs strategy, Gray says, was to make 
up for the losses w ith volume—a classically 
had approach, it turned out. because "he 
pursued volume by going to the largest cus- 
tomers, without having any idea what our 
real margins were. A* j( turned out. our first 



couple of years w T e were selling at a negative 
gross margin." 

One big source of trouble was the nature 
of wood. As Gray says, "You're dealing with 
a natural pnxluct with defects in it." Not 
until that product has been processed is it 
possible to make a realistic accounting; nev- 
ertheless, American Hardwood was trying 
to deal with its raw material as if costs were 
entirely predictable. 

The inevitable discrepancies 
wouldn't show up until the firm 
made its annual physical inven- 



that needed small quantities of slats, deliv- 
ered quickly. "We broadened our customer 
base tenfold; Gray says, "and at the same 
time were selling at higher margins." 

The previous CEO had been a top-down 
manager of the old school, who did not allow 
Gray— or anyone else on the staff— much 
freedom of action. When Gray took over, he 
quickly ordered changes in production pn> 
cedures that reduced wood waste sharply 

Within two months after Gray Ivcanie 
CEO, the company's cash flow had turned 
positive. After three months, he says, "we 
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tory. "We'd get to the end of the yean" Gray 
says, "and there'd be a $600,000 inventory 
variance." 

The company's losses mounted, totaling 
$4.2 million from 1990 to 1992. Finally in 
1993, the CEO, in his 60s, announced his 
retirement. The company's venture-capital 
backers tapped Gray, then 26, to succeed 
him — "out of desperation," Gray says 

Gray, who had not been privy to the com- 
pany's financial performance until then, ne- 
gotiated a 25 percent equity share for him- 
self at what he hoped would turn out to be 
a bargain price. 

"When 1 became CEO " he says, *one of 
the first things I did was say We're not 
going to kid ourselves. We're taking physi- 
cal [inventories! every month/* Another 
crucial step: dropping a large customer that 
accounted for 60 peix^nt of sales but was in- 
sisting on prices that guaranteed a loss. 

lb make up for those lost sales — and 
avoid layoffs— Gray immediately sought 
out new and more- profitable customers, in 
particular smaller blind manufacturers 



had positive net income for the first time in 
over three years,* 

Gray encouraged his work force to be- 
come more active in the firm, and he says 
thai American Hardwood now benefits 
greatly from the involvement of what he 
ca&e an "invigorated team. 11 Sales last year 
were almost $22 million, more than double 
the 1993 figure, and Gray now owns 100 
percent of the company after buying out his 
venture-cap ital part nei : 

As young as he is, Gray's experience has 
left him well-quaHfied to offer advice to 
other small-business people. When asked 
what such advice might be, his reply comes 
easily: "Know what your costs are." W 

How lb Apply 

For information about the program or 
to have your name placed on a list to re- 
ceive a 1999 application, send an e-mail 

to bhiwkip(sniaihm#bimmH&.oirg or call 
1-800-FOR-BCE1 1 1-800-367-2234). 
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/5>9# National Honorees 

Sandy Gray, American Hardwood Co. of (iardena, CA 
Margaret McEntire, Candy Bouquet International, Inc. of Little Rock, AR 
Robert A Juniper, Jr., Three-C Body Shop Int. of Columbus, OH 
Jim Stovall, Narrative Television Network of Tulsa, OK 



Share your success story! 



8 National Honorees 
Enterprise Initiative 

I he Blue ( hip 1 nterprise Initiative is sponsored by Mass Mutual - The Blue Chip Company, 
the U.S. Chamber of Commerce, Nations Business, and First Business. The program was created 
to honor business owners who have faced challenges and emerged stronger. 

This years national honorees have overcome a host of obstacles, and their profiles are 
featured in this issue of Nations Business. The published case histories of all state honorees 
will be available early this summer in a soiamer book entitled 
Insights and Inspirations: How Businesses Succeed 

Don't miss out! You could be selected as one of the 1999 Blue Chip Enterprises. 
Join the ranks of more than 1 ,600 Blue Chip Enterprise honorees and get the recognition you 
deserve for overcoming challenges and running a successful business. Request an application 

today. Its easy to apply! 

Application Requirements 

Any for-profit business that has been in operation for at least three continuous years 
and that employs between 5 and <400 persons is eligible to participate. Independently owned franchises 
are eligible. All application forms require the signature of at least one of the company s principals. 

Here are several ways you can apply: * Lx>ok for the 1999 Blue Chip Enterprise Initiative application in 
the June issue of Nations Business* * Call toll-free 1-800 FOR-BCEI (1-800-367-2234) to request an 
application, if Ask your local MassMutual agent for more information- 
* E-mail your request to biuechip ('Mia tionsbusiness.org. 
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Niche Lenders 
Hit The Target 
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By focus tug on specific 
business sectors, specialty 
finance companies offer 
tailored services and some 
advantages over conven- 
tional bank financi ng. 



By Sharon Nelton 




One day some years ago, a 
regular customer of 
Chip's Cleaners, a dry- 
cleaning store in New 
York City, handed owner AJ- 
bert Lee a business card. The 
customer was Michael 
Fanger, then an executive 
with Medallion Fuji ding Corp. 
He told Lee that he was interested in lend- 
ing to dry cleaners and coin-operated laun- 
dries. **ln the future," he said, if you or 
anyone you know needs financing, just let 
me know." 

Lee had found himself a small-business 
niche lender Or rather, it had found him. 

Specialty finance companies come in all 
forms — lenders, venture capitalists, or 
providers of mezzanine financing, which 
consists of a combination of loans and eq- 
uity capital. (See "A Little-Known Pathway 
7b Growth/ March J Even some banks are 
specialty — or niche — lenders. 

What they have in common is that each 
concentrates on one or more niches, and 
they know those business sectors inside and 
out. They commit themselves to long-term 
relationships with their clients and are less 
vulnerable than most banks to the vagaries 
of takeovers and loan-officer turnover. 

* 1 One of our business philosophies is, Tn 
niches there are riches,"" says Andrew 
Murstein, president of Medallion Funding's 
holding company, Medallion Financial 
Corp., based in New York City ''We try to 
find niche businesses and really be the best 
at \C 

Medallion has acted as his partner, says 
Lee. U I think they are like my personal 
friend/ He notes that when he's facing a 
business decision, the Medallion staff 
helps him analyze the situation — by going 
with him. for example, to look at sites for a 
new location. 

A Loan Restructuring 

Lee first took up Medallion on its offer to 
fund him in 1988. He had acquired a coin- 
operated laundry and had bought 25 new 
washing machines and 10 dryers to re- 
place old. worn-out equipment. He had 
also purchased a $40,000 unit for pressing 

This story is jhiH of a vontimiing aeries on 
mow for xiHoil a>n/}XMtn s to locate the fh 
UliiR-iitij theff tteerf to rttti thrir Int. <i news. 



shirts. But the monthly payments 
igy were high, and business at the 
time was slow 

'Then, after a while, I got 
into a little financial trouble. 



repayment periods of the original loans. 
The new repayment schedule lowered 
Lee's payments from nearly $6,000 a 
month to around $2,000, affording him 
some breathing room. 



A finance company that socializes o> loans to thij vhauers ami laundries is like a fxtrfuer 
and "personal friend' to AUmi Le<\ (turner of Chi jpfc Chv ni rx in \ J mv York City, 



so I asked my friend, Michael Fanger, if he 
could help me get out of this hole/ recalls 

Fanger visited Lees business and stud- 
ied the situation, Lee says. Then Medal* 
lion provided a $100,000 loan that would 
pay off the equipment and leave him with 
$20,000 for working capital. The repay- 
ment period was stretched to seven years, 
compared with the four-year and five-year 



Fanger has since left Medallion to form 
his own finance company Eastern Funding 
LLC, which also specializes in dry cleaners 
and coin-operated laundries, but Lee and 
Medallion have stuck together. Over the 
past 10 years, 1**! has received loans from 
Medallion totaling if 1.5 million, enabling 
him to expand his company to six dry -clean- 
ing establishments, the laundry, and a 
r>/K)0-squ are- foot dry-cleaning plant. 



Lee, 40, was bom in South Korea and 
lived with his family in Argentina until he 
immigrated to the United States in 1982. 
He thus fits the Medallion Funding pr ofile 
perfectly. Until it went public in 1996, 
Medallion was strictly a specialized small- 
busine.ss-invest.ment company licensed by 
the U.S. Small Business Administration 
i SBA,', lending exclusively to minority- and 
women-owned businesses; most of the bor- 
rowers were immigrants. 

Medallion began as a cab company in 
the 1930s. At one time its owners, the 
Murstein family, owned 15(1 Now York ( 'ity 
taxi permits, called medallions. The com- 
pany still owns 30 cabs, but over time it 




t urned to financing medallions. 

The cost of medallions — the city limits 
the number to 12,000 — has risen to 
$250,000 from the $10 they cost in 1937, 
when they first were issued. Eventually. 
Medallion added dry cleaners and laun- 
dries to its funding mix. 

Financing A Work Ethic 

Why did Medallion take a chance on Lee? 

"Its the desire of these immigrants to 
succeed that makes us want to hack them," 
answers Murstein. Success in businesses 
such as taxis and dry cleaners, he says. 



"depends solely upon how hard you work 
and how many hours you spend on the job. 
It's really extraordinary how hard 1 immi- 
grants such as Lee] work.* 

Lee doesn't recall having to prepare a 
business plan to get his 
$100,000 loan 10 years ago, 
and Murstein says he proba- 
bly didn't. With existing busi- 
nesses such as coin-operated 
laundries, Murstein says, his 
clients don't need business 
plans. Nonetheless, he adds, 
"We would always ideally- 
like to have collateral like 
equipment, inventory, real 
estate.* 

Medallion also likes to 
have a personal guarantee 
so it can go after personal as- 
sets if a client doesn't repay. 
But failure to repay is rare, 
says Murstein. 

Obtaining a loan from 
Medallion typically takes 30 days, accord- 
ing to Murstein. The company's interest 
rates, he says, "pretty much match what- 
ever the banks are offering." They aver- 
aged about 11 percent earlier this yean 

More important, Murstein says, is the 
fact that banks "won't even touch" a lot of 
the businesses his company finances. 

Searching Other Niches 

With some digging, you can find a source of 
capital tailored to your niche. For example, 
Retail & Restaurant Growth Capital, LP., 
based in Dallas, funds "privately owned re- 
tail and restaurant businesses that have a 
potential for growth and expansion," ac- 
cording to one of the general partners, 
Raymond C. Hemmig All of the partners 
have substantia) retail and restaurant ex- 
perience. 

Financial Federal Corp. in New York 
City lends to contractors, trucking firms, 
waste-handling companies, and other 
businesses that use heavy mobile equip- 
ment, Capital Dimensions, a venture-capi- 
tal firm based in Minneapolis, specializes 
i n m i no ri ty-owned radio stations. 

Many specialty finance companies oper- 
ate nationwide. Retail & Restaurant 
Growth Capita), which is less than two 
years old. has funded six businesses in four 
states, Silicon Valley Bank, based in Santa 
Clara, Calif., concentrates on working with 
technology firms It has clients in more than 
[n -t.ii.- in i offices in more- than a dozen 
centers of technology. 

Niche financing is largely a word-of- 
mouth industry. So asking around is one 
way to find a specialty finance company. 
Here are some others: 

Look for trade shows with a financing 
component Hemmig n»es two thai he finds 



Niche financ- 
ing is largely a 
word-of-mouth 
industry. So 
asking around 
is one way to 
find a specialty 
lender. 



useful. One is the annua! Restaurant Fi- 
nance & Development Conference, spon- 
sored by the Restaurant Finance Monitor, a 
newsletter published by the Restaurant Pi- 
nance Corp, in Roseville, Minn. The other 
meeting is a conference held 
annually in Las Vegas by 
the New York City-based In- 
ternational Council of Shop- 
ping Centers. 

The latter, he says, is *a 
collection of tenants, land- 
lords, developers, and 
lenders looking lor deals.*" 



Comb trade publica- 
tions for advertisements. 
For example, a company 
that specializes in funding 
the staffing-sen ices indus- 
try, Phillips Financial in 
High Point, N.C.. had a ful]- 
page ad in a recent issue of 
TeinfHfi(/f.< a magazine for 
the staffing trade. 

Network with professional advis- 
ers. Ask for referrals from your banker, ac- 
countant, and attorney and from other 
business owners. Call your nearest Small 
Business Development Center; check your 
telephone directory's blue pages for a cen- 
ter or for the closest SBA office. 

Look at the SBA's directory of small- 
business- in vestment companies on a sec- 
tion of the agency's World Wide Web site, 

wwuitibcurtt Hit v. alxu go i }fi nr. The state-by- 
state list of about 300 SBICs includes the 
specialties of many of them. You can also get 
a copy of the list by mail. Write to Associate 
Administrator for Investment, U.S. Small 
Business Administration, Washington, D.C. 
20416, or call (202) 205-6959. 

Obtain a membership directory of 

the National Association of Investment 
Companies, a trade association for venture 
capitalists and specialized small-business- 
investment companies that target minor- 
itv-owned firms. The directory costs $30, 
Write the NAIC at lilt 14th St, N.W, 
Suite 700, Washington, D.C\ 20005, or call 
(202)2894889. 
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r eep in mind that different compa- 
nies have different criteria for deter- 
mining whether you are a good can- 
didate for financing. Some, for 
example, fund start-ups; others fund only 
companies that are expanding. Entrepre- 
neur Lee suggests getting references on 
any companies you pursue. 

And above all, Lee says, oWt be intimi- 
dated. Many small-business owners, he 
says, "think a finance company is for snme- 
IkmIv else, for big people. That's not true." I* 
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By Tim McCollum 



Somerset Farms' rev- 
enues have increased 
at the dizzying rate of 
40 percent a year over 
the past decade since the 
firm entered the profitable 
niche of providing food prod- 
ucts for prisons throughout 
the country. 

About halfway through 
the sales-growth spurt. Jay 
Shrager, president uf the 57- 
year-old finx! distributor in 
Spring House. Pa., sensed 
that tilings were moving so 
fast that he couldn't keep up 
with the company's opera- 
tions — and its bottom line. 
In response, he automated 
Somerset Farms* financial 
systems. 

It's a decision Shrager has 
never regretted. The finan- 
cial software he selected, 
DacEasy Accounting & Pay- 
roll, from Sage U.S. in Dal- 
las, gives him a u nands-on* 
grasp of the ever-changing 
finances of Somerset Farms 
and its sister companies, he 
says. "It allows me to get a 
better gist of the business at 
any time of the day." 

Companies such as Som- 
erset Farms are doing much 
more with amounting soft- 
ware than just keeping the 
books. They an? using the 

software to help manage 

their businesses, says Ernie 
Neve, a CPA and president of Neve & Com- 
pany PC, an accounting firm and software 
reseller in Plymouth Meeting, Pa. 

"As users get more sophisticated and 
technology becomes more prominent, they 
look to do more with it,* Neve says. Increas- 
ingly companies are tying their accounting 
programs to other facets of their businesses 
and using them in concert with other soft- 
ware applications, including databases as 
well as point-of-sale and sales-force-auto- 
mation systems, he notes. 

As a result, information entered into a 
computer by a salesperson, warehouse 
clerk, or other employee automatically feeds 
into the accounting system, enabling firms 




Financial software helps hep Joy Sluvtjers finger on the puhe ofSotftifr 
set Fan tut. a Spring House, Pa., distributor of food products. 



to grasp their cash -flow and other financial- 
performance figures instantly. 

"Companies are trying to do more enter- 
prise-wide accounting," says James D. 
Snell, a CPA and president of TapNet, a 
consulting film in Fitzwilliam, N.H. 'They 
want to reduce entering information manu- 
ally and entering it more than one time," 

Somerset Farms' Shrager bought Dac- 
Easy. an off-the-shelf program, to automate 
accounting operations that had been done 
with spreadsheets by his wife, Carole, the 
company's bookkeeper and business man* 
ager. The new system is tied in to the com- 
pany's manufacturing and distribution sys- 
tems. 



At Somerset Farms. 16 
employees make entries 
into the DacEasy system 
over a NetWare network, 
from Novell Inc. of Provo, 
Utah. Each customer order 
is entered into DacEasy's 
order-entry module to cre- 
ate and print an item ticket 
for the company's ware- 
house employees. Hie in- 
foT-mation is passed on to 
the billing department, 
which creates a customer 
invoice. 

The software also allows 
the company to detennine 
whether ordered items are 
in stock and when supplies 
are running low. 



A 



s it prepares to triple 
its work force in the 
next year to meet 
still-rising demand, 
Somerset Farms is about to 
test the limits of its ac- 
counting system. 

Accountants say many 
off- th e -s heif accou n t i ng 
programs can't keep up 
with fast growth in compa- 
nies. Many small firms find 
that they need a more so- 
phisticated, customized 
software and an expert 
vendor to stay abreast of 
their changing needs. 

Encore Ribbon is one 
such company Two years 
ago. the Petaluma, Calif., firm— which 
manufactures and recycles computer- 
printer ribbons and toner cartridges- 
began searching for a system that could in- 
crease die efficiency of its operations. 

The family-owned firm settled on a pack- 
age called Visual AccountMate, from Ac- 
countMate Software Corp, in Mill Valley; 
Calif. Encore worked with AccountMate to 
tailor the Windows-based software to the 
company s needs 

Visual AccountMate tied together all of 
Encore's operations, allowing managers to 
track crucial details such as sales, shipping, 
back orders, receivables, and payables. This 
enabled the company to cut three days off 
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the time needed to process a customers 
order, says Ryan Perry, Encores vice presi- 
dent, k *We can follow the whole production 
cycle, pack it, ship it, and invoice it with the 
same software," he says. 

As a result. Perry adds, he and his par- 
ents — the firm's owners— -always have an 
accurate picture of how the business is 
doing, which allows them to make better 
planning decisions. 

In addition, he says, Visual Ac- 
countMate gives Encore greater 
flexibility in setting prices and ne- 
gotiating discounts with cus- 
tomers. This is done by tying the 
software into Encore's sales-com- 
mission system, which sets a min- 
imum amount at which a sales- 
person can sell an item. When a 
sale is made, the program calcu- 
lates and reports the salesperson's 
commission automatically. 

Although midrange accounting 
systems such as Visual Account- 
Mate can automate a small firms 
entire business operations, such 
systems may be too complex for 
many small firms, says TapNet's 
Snell. Whereas off-the-shelf soft- 
ware such as DacEasy can be pur- 
chased for less than $200, more- 
advanced pi'ograms can cost more 
than $1,000 and often require cus- 
tom programming before installa- 
tion. 

The Internet and electronic 
commerce have placed an ad- 
ditional burden on account- 
ing programs. Many firms 
selling products on the World 
Wide Web want to tie their Web 
sites into their order-entry and ac- 
counting systems. That's not easy 
to do, says Snell. 

Some vendors of midrange and 
off-the-shelf accounting programs have 
begun building Web capabilities into their 
software, but Snell says those capabilities 
can be difficult for most small firms to set 
up. 

Wilderness Coffee in Maple Grove, Minn., 
is among the companies struggling to tie 
their accounting software and Web sites to- 
gether. Wilderness has had a popular coffee 
shop in suburban Minneapolis for several 
years. Last year Wilderness started selling 
custom-roasted gourmet coffee through its 
Web site* imimidlderness<qffee.conLV^eb 
sales have been more robust than expected, 
says Blaine Ekre, the company's president. 

Yet despite the Web site's success, Ekre 
says, the process isn't as efficient as he 
would like. The problem is that Wilderness 
Coffees electronic-commerce software and 
its accounting software are incompatible. 

Ekre set up his Web site using Peach link 



electronic-commerce software, from Peach- 
tree Software Inc. in Notctoss, Ga,, and 
Harbinger Corp. in Atlanta. Rather than 
use one of Peaehtrees accounting progr ams, 
however, Ekre stuck with QuickBooks. 
from Intuit Inc. in Mountain View, Calif., 
using it to keep the books for the coffee 
shop. 

Consequently, customers order and pay 



Such compatibility issues U'tween ac- 
counting programs and other applica- 
tions have lontf plagued small busi- 
nesses. "The problem is that a lot of 
third-party software is not supported by the 
accounting software, so it is risky to use" 
Snell says. **If something does go wrong, 
there's a lot of linger pointing" about which 
software caused the problem. 




PHOTO cSTIVE WOlT 



Their World Wide Web site has robttat mivs, hut itfcowfxttihililtf between their elect nntir- 
commerce mid accounting software is a problem for Blaine Ekre and his nrife, Jayne, 
co-owners ofWUdermss Coffee in Maple Grove, Minn 



for their coffee online using a catalog and 
forms created by Peach Link. Each week, 
Ekre downloads this customer data from 
the Web site into his office PC. But to enter 
the orders into QuickBooks, Ekre has to 
convert them into a compatible file format, 
using a software filter that he had to write 
himself. 

"If you're using Peaehtrees accounting 
software, its a big plus because it's auto- 
mated," Ekre says. "But if you re not, you 
need to ^et the information out of Peach- 
Link to get it into the accounting program 
That's not so easy* 

Changing accounting programs isn't an 
easy option, partly because of file incompat- 
ibilities between Peachtree and Quick- 
Books. But Ekre wants to stay with Peach- 
Link because it makes it easy to set up and 
maintain his Web site wilh full transaction 
capabilities. 



Large companies overcome these prob- 
lems by creating custom-made Jinks be- 
tween programs. That's not an option for 
small linns unless they have their own pro- 
gramming expertise, as Ekre does, or they 
can pay a programmer to do it for them. 

Yet the benefits of automating financial 
systems and integrating them with other 
business processes make the extra effort 
and investment worthwhile. 

Accountant Neve says a company should 
seek out consultants who will take the time 
to understand the business and what it 
wants to accomplish with its accounting 
system. He says full implementation can 
take from three months to a year. 

"There's a fair amount of work in the 
beginning" Neve says. "But once you fig- 
ure out what you want to integrate, it be- 
comes ;i pretty seamless thing as you go 
forward." tfl 



Nation's Business April J 9&s 



Small Business Technology 



Softivare for doing taxes; cures for PCs' internal 
ailments; devices for keeping in touch. 

/>';/ Tim Mr( 'ull/im ami Albert G. ffufciitgn- 



TAX-PREPARATION SOFTWARE 



Helping You Join The Crowd Of Electronic Filers 



Electronic tax filing is hot. The Internal 
Revenue Sendee reports that 19 mil- 
lion Americans filed t heir 19% income 
taxes by phone or by using a computer and 
a modem, and the agency projects a 16 per- 
cent increase in electronic filing for the 
1997 tax year. 

Electronic filing is accurate, too. The IRS 
says returns filed electronically have far 
fewer errors t han paper forms. 

Several software products and Internet 
sites are available to individuals who want 
to begin filing electronically. Each capably 
answers common questions, offers author- 
itative advice, and generally walks users 
through the process of preparing and filing 
their tax returns electronically 

Software designed specifically to allow 
entrepreneurs to do their own business 
taxes is available from Intuit Inc. of Moun- 
tain View, Calif 

Following is a brief look at a few of these 
products, 

Kiplinger TaxCut (Block Financial 
Corp., 1-800-235-4060 », Kiplinger TaxCut 
contains a variety of fea- 
tures, including some 
handy Internet tools, 

Individuals prepare 
their taxes primarily by 
a n s wering questions 
that the software poses 
about their tax situa- 
tions and sources of in- 
come. 

The program also al- 
lows users to import rele- 
vant data from leading 
financial-management 
programs such as Intuits 
Quicken and Microsoft 
Money, by Microsoft Corp. 
of Redmond, Wash., as well as from previ- 
ous v ears' returns prepared with the use 
of Kiplinger TaxCut or Intuit s TurboTax. 

The software offers tax advice* compiled 
from Kiplinger experts and from IRS in- 
structions. The Deluxe Multimedia Ver- 
sion offers this counsel in video and audio 
form. 

The Internet features of Kiplinger Tax- 




Cut include a World Wide Web site 
(tvwmtaxcuLcotn) where users can access 
additional tax information via Web 
browser software that provides 30 days of 
free Internet access. 

The retail price of $24.95 
I $29.95 for the Deluxe 
Multimedia Version) in- 
cludes one free electronic 
filing. 

TurboTax Deluxe 
and TurboTax for 
Business (Intuit Inc., I- 
800-446-8848). Intuits 
TurboTax Deluxe effec- 
tively harnesses the 
power of the Internet 
and the multimedia ca- 
pabilities of today's PCs. 

The program includes 
numerous video clips containing tax ad- 
vice compiled firjm books and IRS pu bli ca- 
tions and links to tax-related topics on In- 
tuits highly acclaimed financial -services 
Web site i winr.qnivhrnxvnf/tfkavutcn 

The actual tax-prepara- 
tion process has been re- 
fined, enabling users to 
complete forms quickly. 
And users can preview and 
then import selected finan- 
cial data from the com- 
pany's Quicken program or 
from its QuickBooks ac- 
counting package. 

TurboTax for Business 
contains all the features 
above and allows entrepre- 
neurs to complete their 
business taxes. However, 
it's suitable only for very 
small businesses with 
fairly straightforward finances, whether 
they're sole proprietorships, corporations, 
partnerships, or S corporations. 

Intuit allows users to file returns elec- 
tronically using these programs at no 
charge. 

The retail prices are $44.95 for TurboTax 
Deluxe and $64.95 for TurboTax for Busi- 
ness. 




TaxChecker Small Business (Tax De- 
fenders Inc., 1-800-659-5427). Written by a 
former IRS auditor, TaxChecker analyzes 
users' tax returns and flags items most 
likely to trigger an audit. Most tax- 
preparatinn programs 
have audit-avoidance fea- 
tures, too, but Tax- 
Checker surpasses them. 

The software explains 
the IRS audit procedure 
and generates a diagnostic 
report based on business 
type, income, and industry. 

TaxChecker isn't tax- 
preparation software. How- 
ever, it can be used to ana- 
lyze returns prepared using 
Kiplinger TaxCut or Turbo- 
Tax. Those Filing paper re- 
turns can use TaxChecker 
by responding to a series of 
questions generated by the software. 

TaxChecker is also available in individ- 
ual, corporate, and tax-professional ver- 
sions at retail prices starting at $49.95. 



SOFTWARE SUITES 



New Version Of Software Suite 
For Small Businesses Readied 

Microsoft Corp. of Redmond, Wash., is 
al)out to release a new version of the pop- 
ular Small Business Edition of its Office 
suite of productivity software. 

The suite consists of the Word 98 word 
processor; Excel 98 spreadsheet; Pub- 
lisher 9N desktop-publishing program; 
Outlook 98 electronic-mail and informa- 
tion-management program; Small Busi- 
ness Financial Manager 98 collection of 
financial-analysis tools; and Expedia 
Streets 98, a mapping and travel-infor- 
mation program. Also included are good- 
ies such as an online tool kit for doing 
business on the Internet 

Look for a detailed review of the suite in 
an upcoming issue of Nation's Business. 

The suite will retail for about $499 for 
new users and about $249 for those up- 
grading from an earlier edition of Office or 
one of its component programs. 
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UTILITY SOFTWARE 
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Inexpensive Remedies 
For PC Maladies 

Li ke automobiles, computers require ongo- 
ing maintenance and more than occasional 
repair as hard disks crash, files get lost, 
viruses infect software, and old programs 
lose their usefulness. 

These and other computer maladies can 
drain productivity from small companies, 
but their impact can be 
minimized through the 
use of inexpensive util- 
ity software, including 
maintenance tools, un- 
installers, and antivi- 
ruses. 

Maintenance Tools 

Maintenance programs 
prevent or detect and re- 
pair problems such as 
crashed hard drives, soft- 
ware conflicts, and lost 
files. 

First Aid 98, by Cyber 
Media Inc. of Santa Mon- 
ica, Calif., ($39.95, 1-800^721-7824) is like 
having a service technician resident in a 
PC. The software constantly scans for prob- 




lems such as impending hard-disk crashes, 
corrupted and damaged files, and software 
misbehavior that can freeze up ;.i P( \ 

When it detects a problem, First Aid 98 
allows users to save their work and deal 
with the malady. 

Moreover, First Aid 98 includes Cyber- 
Media's ActiveHelp Center, which con- 
nects to the company's Internet site 
\frirtr.v}fhert/H'fit(KCOHn as needed to solve 
intractable problems. 

Norton CrashGuard 
Deluxe, by Symantec Corp, 
of Cupertino, Calif., ($49.95, 
1-800-441-7234) works to 
prevent computer crashes 
by constantly scanning for 
and fixing common prob- 
lems. 

If a system is going to 
crash, CrashGuard Deluxe 
attempts to delay the dis- 
ruption long enough to 
allow the user to save his 
or her wor k. 
CrashGuard Deluxe 
comes with a six-month subscription to 
Sym an tecs Web serv ice s (trtnr, stf watt let 
com), which provide automatic software 
updates. 



Realheli 



RealHelp, bv Quarterdeck Corp. of 
Marina Del Ray. Calif, I $59.95, 1-800- 
683-6696) solves computer problems 
ranging from hard-disk crashes to virus 
attacks. _ 

Like its 
competitors, 
RealHelp 
monitors 
PCs for 
potential 
problems 
and 

attempts 
to iix them 
as they 
arise. But 
the soft- 
ware also 
mediates 
conflicts 

between PCs and add-in devices such as 
modems, network cards, and sound 
cards. 

The "extra strength" version of Real- 
Help includes an antivirus program and 
a one-year subscription to Quarterdeck s 
TuneUp Web site tirtwntinit'ttfwtuii > 

TuneUp allows users l<> download up- 
dates not only to RealHelp but also to 
many other popular applications. 



■ 
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Uninstallers 

Software programs compatible with Win- 
dows 95 are supposed to be easily "unin- 
staller once they have outlived their use- 
fulness. But they're not. 

Even when they're removed using the 
procedures spelled out in their manuals, 
many programs leave behind problematic 
files and entries in a hidden database that 
Microsoft Corp. named the Registry. Fu st- 
rate uninstall software completely re- 
moves applications— 
and their troublesome 
loose ends. 

CleanS weep De- 
luxe, bv Quarter- 
deck Corp. r $59.95 l t 
is essenl ially a data- 
base containing the 
exact locations of 
files placed on a com- 
puter's hard disk 
during software in- 
slallatiim It also 
contains changes 
made to the Windows 
95 Registry. When 
users want to remove software, Clean- 
Sweep helps them decide which files can 
lie removed safely. 




Norton Uninstall Deluxe, by Symantec 
Corp, ($39.95), like its competitors, is a tool 
tii at lakes 1 he guesswork and risk out of re- 
moving programs to free up disk space. 
Moreover. Norton Uninslall scans and 
deletes a ,tmp" and other unneeded files 
each time your PC boots up. 

Norton Uninstall includes a novel fea- 
ture that allows users to install software 
on a trial basis. If they decide they don't 
want a particular application, they click an 
on-screen button and the PC re- 1 
verts to the way it was before 
the software was added. 

Antiviruses 

Small-business PCs currently 
are at risk from more than 
15,000 computer viruses, ac- 
cording to the National Com- 
puter Security Association in 
Carlisle, Pa. Having up-to-date 
antivirus software is a vital pre- 
ventative and corrective step. 

Norton Antivirus, from 
Symantec Corp. ($49.95), pro- 
vides continuous protection 
against file viruses and macro virus infec- 
tions, which attach themselves to word-pro- 
cessing and spreadsheet documents. The 



product scans viruses on floppy and bard 
disks, networks, electronic-mail attach- 
ments, and Web pages. 

VirusScan, ft in ner! v McAfee VirusScan, 
by Network 
Associates 
Inc. of Santa 
Clara, Calif., 
r$34.95 T 408- 
988-3832) 
detects and 
deletes a 
wide range 
of viruses on 
hard disks, 
floppy disks, 
e-mail at- 
tachment.*, 
compressed 
files, and 
Internet 
downloads 

Users can 

set VirusScan to scan files automati- 
cally while they work or run it manually 
as needed, To help users keep their soft- 
ware current, VirusScan automatically 
downloads updates from the Network Asso- 
ciates Web site (mm micow) when a new 
version is available. 





Feel like the entire computer network is weighing on your 
shoulders? Whether it's your job to manage the network, or if 
managing the network is taking over your job, ComputerLand 
can help, 

How? We're the ideal technology services partner offering 
the latest technologies and equipment, Internet/intranet 
development, network management, remote administration, 
expert training services and more. Get the best of both 
worlds — the strength of a national company with the personal 
attention of a locally-owned business. Experience, expertise, 
and the support of industry-leading manufacturers. 

So whatever your needs, call ComputerLand. We'll make it 
easier to mind your own business* 



ComputerLand 



JJB COMPAQ. To Find the location nearest you, call 

M h.»J?ibV Now „ 1 (800) 227 j 222. 

IM Packard ism. Novell. www.compufrerland.com 
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MOBILE COMMUNICATIONS 



Ways To Stay In Touch 
When You're On The Go 

How many times have you left 
your business for a key meet- 
ing—or a round of golf— only to 
learn later that a crisis had 
empted right after you walked 
out the door? Marry entrepre- 
neurs would reply, "Way too often.* 
After all, running a small business 
is the consummate hands-on job. 

Three innovative and stylish new 
communications products can help you 
stay in touch when you're on the go. 

Bcepwear is a new line of pager/wrist- 
watches from MTX Paging Products of 
Watertown, Conn. U-888-727-2931 ). MTX 
is a new joint venture of Motorola Inc. of 
Schaumburg, 111., and Timex Corp., also of 
Watertown. 

The initial Beepwear offering, which 
proved to be a show stopper at the Con- 
sumer Electronics Show m Las Vegas in 
January, is everything you'd expect from 
two leaders in their respective fields. 

Its a full-function alphanumeric pager 
capable of storing up to 16 messages of up 
to 105 characters each and various news 
summaries from nationwide paging-ser- 
vice provider SkvTel of Washington, D.C. 

The pager is incorporated into a black- 



BITS AND BYTES 



■ More entrepreneurs and their employ- 
ees are working from home, either during 
the business day or after hours. Tb be truly 
productive, these people need access to in- 
formation and resources on the PC at the 
office. Remote DeskLink* by Traveling 
Software Inc. of Bothell, Wash.' < $49.95, t- 
800-343-8080) is a handy and inex- 
pensive product that 
lets people access their 
office PCs programs 
and data from afar. 
After installing the soft- 
ware on both their 
home and office comput- 
ers, users dial their of- 
fice PC via modem and 
run its applications on 
their home computer 

Remote DeskLink is 
particularly helpful when 
users need to use a pro- 
gram they have installed 
on their office but not their 
home computer Moreover, 
users can cut or copy material from docu- 
ments stored in their office PC and paste it 
into applications running on their home PC. 

■ Many companies promote their com- 
puter-hardware products as fast and easy 
to install; few actually deliver on the 





MIX paging wristivatch 



plastic wrjstwatch with a 
black leather band. In addi- 
' tion to its paging features, 
the sports-style timepiece in- 
cludes stopwatch and alarm 
functions. 

The product retails for $129, 
and paging-service plans start at 
about $8 a month. 

The very* cool Jabra EarSet, from 
Jabra Corp. of San Diego (1-800-327- 
2230), is not a communications device but 
a communications accessory that can help 
you stay sane — and alive— when you're 
using most analog or digital portable 
phones. (The phone must contain a now- 
common 25-mm input jack If it doesn't, 
the phones manufacturer or Jabra may 
make a suitable adapter.} 

The EarSet consists of a colorful, light- 
weight, and comfortable gel that channels 
your caller's voice into your ear canal while 
picking up your voice for outgoing trans- 
mission 

The EarSet does a remarkable job of fil- 
tering out ambient noise, to the benefit of 
both parties in the call. It also means safer 
driving because it allows a car phone 
handset to be put down once a call is 



promise. So we viewed with skepticism the 
claim by Apricorn Inc. that users can up- 
grade their notebook computers hard 
drive "in minutes" and transfer the con- 
tents of the old drive to the new, larger one 
using the company's EZ-Gig Data Trans- 
fer Utility Kit But Apricorn is right, 

The Poway, Calif, com- 
pany's product includes 
both all the required soft- 
ware and hardware and a 
clear, concise instruction 
guide. Armed with this 
material, it took one test 
user only 10 minutes to 
transfer the contents of 
the 540-megabyte drive 
on his laptop to the 2.1- 
gigabyte drive from 
Apricorn and five min- 
utes more to install the 
new drive using only 
a small screwdriver 
Most hard-disk up- 
grades are much more complicated and 
time-consuming. 

Prices for the EZ-Gig Data Transfer Util- 
ity Kit start at $429 depending on drive ca- 
pacity and notebook manufacturer and 
model The kius are available direct from 
Apricorn ( 1-800458-5448) and from some 
resellers. 
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placed or received. The Jabra EarSet re- 
tails for $39.95. 

The new Portable Answering Ma- 
chine from Motorola < 1-800-548-9954 1 is a 
digital answering device the size of a con- 
ventional pager. Incoming voice messages 
of up to three minutes are forwarded from 
a service provider to the answering ma- 
chine through the use of secure communi- 
cations technology. 

The 5^-ounce device has the ability to 

play, fast for- 

ward, pause. Motorola portabk tut*wep< 
rewind, and ing muvh'niv 
delete the 
messages 
just like an 
in-home 
telephone 
answering 
machine. 

The 
Portable An- 
swering Ma- 
chine retails 
for approxi- 
mately $70 
with the pur- 
chase of a 
service contract 

from one of several vendors. Sen- ice 
costs about $20 a month. 





■ The proliferation of Web sites and Welv 
based intranets has created a need for prod- 
ucts that help people create Web-compati- 
ble documents. Now there's TVellix, a 
product that enables people to create multi- 
page Web documents easily: 

Trellix, from Treliix Corp. of Waltham, 
Mass,, ( $99, 1-800-266-0879) can be used ga 
a stand-alone product to enter text or in 
conjunction with separate word- processing 
software. Most operations in- 
volve copying and pasting 
text and graphics into pre- 
defined page templates. 

But the Trellix software 
, i i - • jii'i'MLi'n <ilh gener- 
ates links between 
pages. Once a 
docu- 
ment is 
finished, 
Treiltx 
walks 
users 

through the 
process of post- 
ing it to a Web 
site or an in- 
tranet ifl 

EZ-Gig huni-iinn up* 
(jmtii' kit 
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Women Owners 
And Uncle Sam 



Hfj Sharon Si Hon 



■ ■ Mhen it comes to doing 
■HI business with u 

^■U entrepreneurs, the 
II federal govern mint 
gets mixed reviews. 

On one side are women who 
contend that the government 
is not doing enough to make 
sure that women business 
owners get their fair share of 
federal purchasing dollars. 

They point, out that women 
own about 35 percent of the 
nations businesses and that 
the government has a goal- 
set by Congress four years 
ago — of putting f> percent of its 
procurement spending into 
women-owned firms, yet 
women's firms still receive just 
under 2 percent of the $200 bil- 
lion that the government 
spends annually on procure- 
ment. 

L To put this statistic in per- 
spective, [in 19961 one large 
government contractor did 
about five times as much busi- 
ness with the federal govern 
ment in prime contracts as all 
women -ow ned h usi n e sses com - 
bined " Jane Palsgrove Butler, 
acting associate administrator 
for financial assistance for 
the U.S. Small Business 
Administration fSRAi, told a 
U.S. House small -business 
sulnnnmiittee last fall 

Billie Bryant, presideni 
of Technology Interchange 
Resources, a 1 raining company 
in Dallas, says. "One of the obstacles for 
women in growing their businesses is the 
inability to get government contracts " 

Undaunted By Bigness 

On the other hand, there are women such 
as Regina M> Mean" Carter, who main- 
tains that it doesn't make any difference to 
the feds if you're a man or a woman. 
Carter is president and CEO of Aerial 
Data Service, Inc., an aerial-photography 
and topographic-mapping company in 
Tulsa, Okla. t and she has been doing busi- 
ness with the federal government retm- 
larly for 10 years. 
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About 10 percent of the company's $5 
million in revenues last, year came from 
federal contracts. Aerial Data Service has 
done work for clients such as the Army 
Corps of Engineers, the U.S. Geological 
Survey, and the Forest Service. 

How does Carter explain the tiny per- 
centage of contracts awarded to women 
business owners when women own more 
than one-third of the nation's businesses? 
She suggests that women just aren't gom^ 
after the contracts* 

"I think that a lot of women-owned busi- 
nesses are typically small, and dealing 
with the federal government is intimidat- 



Only a small percentage of 
procurement spend ini/ goes 
to ivonmi-owned firms, but 
some are finding tea 7/. s to 
increase their business 
with tfie government. 



ing. I don't think it needs to 
be," says Carter. She adds 
that "you have to make the 
commitment that you're 
going to see it through and 
do all the paperwork. But itfa 
real doable," 

Winning Strategies 

Maty Ann Elliott is president 
of Arrowhead Space and 
Telecom mu meat inns. Inc.. a 
Fairfax, Va., engineering firm 
that specializes in satellite 
communications and telecom- 
munications technologies, A 
successful federal contractor, 
the $5 million company em- 
ploy.- nearh 40 people 

Elliott has won a number 
of contracts — both as a 
prime contractor and as a 
subcontractor— from the 
Department of Defense, in- 
cluding a $L2 million job 
with the Joint Logistics 
I enter in Dayton. Ohio, and 
a $3 million contract with a 
division of the Navy in San 
Diego. She has also done 
work for the Department of 
Transportation. 

One of the strategies that 
has made her successful 
started wall her recognition 
that when you're aiming to 
do business with the Defense 
Department "you're fighting 
an uphill battle in terms of 
competing against the 
larger, more established 
companies. And if you do not have I former I 
military personnel on staff who have a 
good network of contacts and understand 
all of the acronyms in a given agency, then 
its almost impossible to penetrate the 
agency and get contracts." 

She has made it a practice to have some 
people on staff with substantial military 
background to help open doors for t he com- 
pany and provide the knowledge it needs 
to work effectively with the military. 

A Ripple Effect 

What women business owners are finding 
as they deal with the federal government 
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is that any trend 
that hurts small 
business hurts them 
as well. 

One particularly 
unpopular trend has 
been the bundling of 
small and medium- 
sized contracts into 
large procurement 
packages. This prac- 
tice reduces the 
number of .small con- 
tracts and makes it 
harder and costlier 
for small businesses 
to compete. 

Bundling is a prob- 
lem that the SBA 
hopes to redress by 
making it easier for 
small firms to team 
up and compete for 
larger contracts. 

But Aerial Datas 
Carter says there are 
good trends as well. 
"In our business 
specifically the fed- 
eral government is 

outsourcing much more of the work that I One way to 
they used in do in-house, so it's wonderful visit with and 
for the private sector" officers at the 
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get a foot in the door is to 
lM in kiinw the contracting 
government agencies. 



"Then, when they 
have projects that 
they need to have 
work done on, they 
know someone to 
call, and it's just eas- 
ier* says Carter, 
"You just have to 
treat them like 
they're a private 
client." 

■ t doesn't matter 
I whether you're a 
I woman or a man 
I when it comes to 
obtaining federal 
contracts, Carter in- 
sists. She says a con- 
tracting officer re- 
cently told her that 
his agency comes to 
her because her 
company does good 
work. 

'That was music 
to my ears," she 
says, "because I 
would much rather 
lie getting work be- 
cause people are pleased with our per- 
formance than because we're woman- 
owned," l* 



Seizing The Initiative 



Now, perhaps more than ever, women 
business owners can increase signifi- 
cantly their chances of doing business 
with the federal government. Here are 
some things you can do: 

Start with a visit to the procurement 
section of the Online Women's Business 
Development Center, a new World Wide 
Web site created by the Small Business 
Administrations Office of Women's 
Business Ownership. It offers in-depth 
education on procurement as well as links 
to other online resources. You can find it 
at nmnn onliveicbc.org, 

Visit your nearest SBA office and 

SBA-sponsored Small Business 
Development Center The offices have re- 
sources, publications, and education pro- 
grams to help you learn what it takes to 
be a successful contractor 

Read the bible of federal contract- 
ing, Commerce Business i r koUi Published 
every business day by the U.S. Commerce 
Department, it lists procurement opportu- 



nities over $25,000. An online version is 
available free at liUp://cMitetMccesit,giXigovJ. 
Print versions are available in libraries or 
by subscription f $137.50 for six months or 
$275 for one year). Call the Government 
Printing Office at (202) 512-1 ROD, 

Locate your nearest Procurement 
Technical Assistance Center- About 
100 PTACs around the country assist 
small businesses in marketing and selling 
products and services to federal, state, 
and local governments. For locations, call 
U09i 886-0125 and ask for AGMAS, the 
Association of Government Marketing 
Assistance Specialists. 

Go electronic. More and more govern- 
ment purchases are made by computer, 
and women who step up to the challenge 
will be ahead of the game. There are 16 
Defense Department-sponsored Electronic 
Commerce Resource Centers (ECRCs) 
that offer business owners free training in 
how to do business with the government 
electronically. Subjects can include mar- 
keting on the Internet, electronic data in- 



terchange, and horne-page development. 

A Web site that offers information on 
the centers is irtrtwir.rfc.cohi. the na- 
tional ECRC site. 

Look for opportunities to he a sub- 
contractor. If you're just getting started, 
gaining experience as a subcontractor and 
performing the job well will give you greater 
credibility when you seek prime, or direct, 
contracts, according to Retina M. "Jean" 
Carter, president and CEO of Aerial Data 
Service, an aerial-photography and topo- 
graph Remapping firm in Tulsa, Okla. 

Team up with complementary 
small firms i n com pel e for contracts thai 
none of you could compete for alone. 
Carter says that if a am tract requires 
both ground survey and aerial photogra- 
phy she might join forces with a survey 
company to go after the work. 

Network with other women busi- 
ness owners* This way you'll build your 
own set of contacts, says Mary Ann 
Elliott, president of Arrowhead Space and 
Telecommunications in Fairfax, Va. She 
works through groups such as Women in 
Technology and Women in Aerospace. 
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Why I put AT8T, 

MCI, & Sprint 

on HOLD: 




Because their services are no longer needed by my growing business. 
We've switched to Frontier Communications. 



Not because they're the fifth largest 
long distance company in America, 

but because they're the first company who 

took the time to listen to how we do business. 
^ How we communicate. 

m And where we want to be in 
the years to come. 

They guided us toward 
H integrated voice, data, and 
W internet services that gave my 
company a competitive edge. 



r 



So AT&T, MCI and Sprint 
can wait as long as they want. 



We're not coming back. 
We are now a business on the Frontier, 



LOCAL & 
LONG DISTANCE 
bundled phone 
service can mean 
significant savings 
for your business. 

DATA & INTERNET 
services give your 
customers 
immediate access 
to the information 
they need. 

FRONTIER'S 
MOBILE LINE 
CELLULAR service 
keeps your sales- 
people productive, 
with no minimum*, 
no time restrictions, 
and no cellular 
term plans. 



GUIDING YOU 



/roirtie? 

*J COMMUNICATIONS 



8 8 8 -6 6 -f RON TIER i 8 8 8 - 6 6 3 - 7 6 6 8 i www.frontivrcorp.com 




THE WAY. 



EVERYTHING YOU'VE ALWAYS WANTED IN AN OFFICE. 

IN A HOTEL ROOM. 




Geared for the business traveler, the newly enhanced Sheraton Manhattan Hold features 



650 Corporate C lub rooms and suites. Liaeh offers oversized desks. I II' fax/eopkT/printcrs» 



data ports and more. Guests also en jov the health dub. pool aud a ji exclusive CJub Lounge 



tor comphmentar\ breakfast bullet and i-semng hors d'oeuvres. This hotel, along with the 



.Sheraton New York Moul & Icvuts ami tin' Sheraton Russell Hotel, takes the work out of 



doing business in New York, l or reservations or information about the Sheraton Hotels ol 



New York, tall (800) 325-3535 or visit our website at www.sheraton.com. 




Sheraton Hotels of New York 
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SELLING 



Lone Retailers' 
Rising Star 



As the appeal of m alls be- 
gins to fade, inmpendent 
stores are experiencing a 
resirrgenee hi downtowns 
a) id other neighborhoods. 



lift Dale I). Httss 



Like every other metropolitan area in 
America, Detroit has been mailed. The 
first planned shopping center in the 
country was Northland Center, which 
opened in nearby suburban Southfield in 
1957, Several large mails later one of" the 
nations swankiest shopping destinations, 
the Somerset Collection, has just opened in 
Troy, about 10 miles north of Detroit And 
the busiest interstate crossing in 
Michigan, near Flint, .serves an out- 
let mall at the fringes of exurbia. 

But as thousands of Detroit -area 
shoppers habitually journey to 
malls, thousands more are rediscov- 
ering independent retailers far from 
the malls. They head for places like 
the corridor formed by 8 Mile Road, 
where independent stores selling 
furniture, carpeting, and other mer- 
chandise are keeping commerce 
alive along the border between 
Detroit and its northern suburbs. 

Shoppers are also picking out- 
posts north of Detroit such as 
Rochester and Royal Oak, In 
1^ K.-1 lester, a distinctive main av- 
enue, old-fashioned mercantile 
virtues, and the very modern pres- 
ence in cyberspace of most of the 
stores there are helping stand-alone 
stores draw more shoppers. 

In the thriving haven of down- 
town Royal Oak. several funky, New 
Age-type kjutiques have joined the 
stalwarts— such as hardware stores, 
camera shops, and pharmacies — to 
provide perhaps the hottest retailing 
atmosphere in the area, 

"A lot of customer's we get are peo- 
ple who can t stand the mall anymore" says 
William Kruut, co-owner of Decades, a shop 
in Royal Oak that sells nostalgic col- 
lectibles. "With us* you may not always get 
the broadest selection, but you're more 
likely to find something a little different, 

"Customers are sick of going into stores in 
the mall and seeing the e*act same coun- 
ters, shelves, and merchandise that they've 
seen in every other mall " 

Krout makes an important point*. There 
has long been a collective tension between 
independent operators and malls— two very 
different kinds of retailing institutions. 

Experts say this relationship has never 
been more distant— and that for the first 



time, the balance in the American con- 
sumer's mind may have shifted back in 
favor of independents, whether they're in a 
real downtown or in a suburban strip mall. 

"The next 10 years is going to be the 
decade of the independent/* says J* Amy 
Owens* owner of The Retail Group, a 
Seattle-based strategic-planning and 
design company for retailers. 



populate them; and the growing tourism 
business across America appreciates and 
encourages the distinctiveness of down- 
towns. Urban ethnic nrighborhoods and 
continued gentrification of centra] cities 
also are contributing to shoppers 7 growing 
taste for independent stores. 

Nonetheless, in many ways it remains a 
perilous time for independent-store owners, 
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Malls themselves helped plant the seeds 
of this resurgence. Rising rente and chain- 
friendly managements long ago drove out 
most independents. Tor years, malls — fi- 
nally to their detriment — have tried to be 
homogeneous and bring in the same types 
of stores," says Jim Harrigan, co-principal 
of Economic Development Systems, a con- 
sulting concern in Rancho Palos Verdes. 
Calif,, that helps downtowns throughout 
the state revitalize their shopping districts. 

Other important factors are al work. too. 
Many baby boomers, for example, are tiring 
of look-alike malls; more neigh fcjrhoods are 
reinvesting in their retail environments 
and the independent stores that typically 



with continuing consolidation in the retail- 
ing industry in general and the ubiquity of 
low-price superstores, especially in the 
"power centers" rising at many major cross- 
roads in America. But take a walk through 
many small-store havens, and you 11 see 
prosperity, resilience, and hope. 

Retailing specialists offer suggestions 
such as these to independents attempting 
to compete with malls and superstores: 

Look for new markets* David 
Schwartz, owner of Harry W Schwartz 
Books in downtown Milwaukee, began to 
feel the squeeze four years ago when 
Barnes & Noble opened a superstore not 
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many miles away. Now another chain of 
books-and-m usic superstores— Borders — 
a] so is cuming to town. 

But Schwartz has been fighting back by 
being quick on his feet. One important gam- 
bit that "has been successful beyond my ex- 
pectations" is a "loyalty 1 or "community giv- 
ing program" involving the local zoo, 
theater groups, an anti-hunger organiza- 
tion, and self-help groups. When a customer 
identifies himself as a member of one of the 
organizations, the store gives the group 1 
percent of the sale. These sales now account 
for about half of Schwartz's business. 

*Tve now got 19 urganizations and 26,000 
people enrolled, and Vm giving away 
$35 t 000 a year in this program * he says. 

Hook yourself to the neighborhood. 

Si nce "neighborhood" is the middle name of 
a lot of independent stores, the fullest possi- 
ble integration with the people around 
them is key. 

At Lena's Food Market in central 
Milwaukee, such integration begins with of- 
fering *the l>est prices possible in a very 
price-sensitive yet qualityKunscious mar- 
ket," says Gregory Martin, co-owner of the 
store with his brothers Derrick and 
Anthony 

After working since a young age in their 
parents' nearby grocery; the Martins re- 
opened a store abandoned by a supermar- 
ket chain. They have made a point of hiring 
most of their more than 100 workers from 
the low-income neighborhood that sur- 
rounds the store. "A lot of people who live 
right here are very qualified to work here 
and do a good job.*' Gregory Martin says. 

Similarly, in downtown Raleigh, N.C., 
Shalom Rokach has defied the odds against 
Isaacs, his independent clothing store, by 
discerning a unique neighborhood niche. 

He gets some pinstriped customers from 
downtown businesses, but he primarily at- 
tracts customers who live in the surround- 
ing ethnic neighborhoods, He caters to them 
by featuring a range of price points, right up 
to single-breasted, three-button Zanetti de- 
signer suits for $759. 

But Rokach also looks for less-conven- 
tional opportunities to serve his neighbor- 
hood. Local church and gospel choirs, for ex- 
am pie, are among his best customers. "1 go 
right to the church and sell to them." he 
says, "Its a lot easier than asking all of 
them to come to the store." 

Emphasize service. This is still an 
arena in which mall stores and free-stand- 
ing superstores typically can't compete with 
neighborhood stores. So Rick Karp has 
turned Cole Hardware into a "total solu- 
tion* 1 for the neighborhoods around each of 
his three stores in San Francisco. Among 
other services, Cole offers senior citizens 
free transportation to and from the store. 



Deborah Gilbert Smith, whose clothing 
store in Mill burn, N.J., has been open for 
about seven years, says, W A lot of our ser- 
vices are just givens, like free alterations, 
gift- wrapping, and delivery.* 

Other offerings — such as free snacks and 
a children's play area — are pleasantly sur- 
prising enhancements. "We want and en- 
courage drop-in and one-time business, hut 
our strength is the repeat customer — the 
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person whom we know, who knows us. and 
who knows that well have what they want," 
says Gilbert Smith. 

Monty Mitzelfekfs family has been run- 
ning Mitzelfelds department store in down- 
town Rochester, Mich., for 50 years, and ser- 
vice has always been the store's specialty. 
"It's easy for chains to talk about service, 
but they can't really do it," says Mitzelfekl. 
"But we know our customers by name* size, 
and preference and help them with gift buy- 
ing. And we drive stuff out to them all the 
time. It goes without saying* 

Band together. Sometimes this can be 
done on an ad~hoe or informal basis. 
"Having sales and other things tied to spe- 
cial events tai-geted at the neighborhood, 
like church festivals, can be a big help, es- 



pecially if you can put together a series of 
these things over the course of a season," 
says Arun Jain, a marketing professor at 
the University of Buffalo (N,Y. ) who studies 
neighborhood retailing. 

Often, however, challenges demand more 
organization, through a local chamber of 
commerce or retailer groups, In Baltimore, 
for example, the latest competitive pressure 
for retailers in the near-downtown Federal 
Hill section is a new, $10 million 
strip mall about two miles from 
their district. 

But they Ye not crying in their 
crab soup. They began restoring 
their commercial luster — and 
preparing for the showdown — 
several years ago when they 
formed a business district to tax 
themselves and use the proceeds 
to promote Federal Hill. 

They started an annual festi- 
val, drawing 20,000 people the 
first year. They began tapping 
into the heavy influx of baby 
boomers moving back into the 
area by attracting trendy restau- 
rants and small specialty shops. 

'"You need strong business com- 
munities in order to make neigh- 
borhoods do well" says Sonny 
Morstein, owner of 100-year-old 
Morstein's Jewelers and a leader 
of the revival "We re the engine 
that drives any great city." 

Establish a presence in cy- 
berspace. The World Wide Web 
has helped democratize retail- 
ing^— it's a venue where big retail- 
ers don't necessarily dominate. 
Bonnie Clewans, for instance, ex- 
pects Internet-generated sales of 
her company, the Bead Gallery, to 
make up 20 percent of revenues 
this year and to continue to gain 
— quickly on the revenues from her 
two locations in Amherst, NT. 
Brian O'DonnelL owner of Armitage 
Hardware in Chicago, has an exclusive 
arrangement with Wet)er-Stephen Products 
Co. to use the Web address www.weber 
grills.com to sell the company's products not 
only to local customers but also to people as 
far away as Singapore, Italy, and Britain. 

The Web can add a potent dimension to 
retailers' collective efforts. For example, in a 
small house converted into an office just a 
couple of blocks from downtown Rochester, 
Mich., Harry Lee runs Virtual Rochester for 
the local Chamber of Commerce. 

For per-store fees ranging up to just $25 a 
month, the site not only lists local stores but 
also gives Net surfers directions to the dis- 
trict, hyperlinks to stores* own Web sites, 
and real-time reports from events such as 
downtown festivals. 



N as inn's Business April 1 MB 



Underscore your 
uniqueness. Gilbert 
Smith believes that her 
philosophy of limiting 
her clothing store's se- 
lection enhances cus- 
tomers' shopping trips. 
"We stand alone and 
merchandise in a par- 
ticular way, compared 
with a mall where you 
just have to look at so 
much," she says. '"Come 
in here, and it's pre- 
edited for you." 

Gillian and Jack 
Mathews had stores in 
six Seattle-area malls, 
selling goods made 
in Washington state. 
They sold those busi- 
nesses and became 
neighborhood garden- 
ing-supply retailers. 
For them, the design of 
their two Ravenna 
Gardens stores, which 
was done by The Retail Group, has been 
crucial to snaring customers. 

"The experience in the store is pretty 
earthy,' 1 Gillian Mathews says, 'Using old 
fixtures, old doors, and old garden equip- 
iiirnl , lots of peeling paint, lot* of water run- 
ning in the store. Its quite an experience. 
Hopefully it's a little inspirational, or at 
least more than just a product on the shelf," 

Tliis tack sometimes means changing as- 
pirations — as the Maihewse.s did— or scal- 
ing them back. In Richmond, Va„ tor exam- 
ple, downtown sporting-goods independent 
CP. Dean recently downsized to its original 
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single store after spending several years 
adding locations and trying to go head-to- 
head with superstores. 

The store returned to its original em- 
phasis on billiard supplies and to prof- 
itability, says David Urban, a marketing 
professor at Virginia Commonwealth 
University in Richmond who has studied 
the retailer's operations. 

"If you're going to go it alone, you need 
to be able to identify a pretty solid mar- 
ket niche and just understand that it 
may be smaller than that of a mall 
store,'* Urban says. 



Malls Seek Single-Store Flavor 



The average mall visit is 76 minutes, 
about a half-hour shorter than it was in 
the mall heyday of the 1980s, according 
to a survey by WSL Strategic Retail in 
New York City. 

"The sense that its just all the same 
national retail tenants in each mall lulls 
the consumer into the sense of, *Why 
should I go there?*" says Patrick OTjeary 
managing director and CEO of Chicago- 
based Landau & Heyman. developer and 
manager of nine regional malls and other 
shopping centers around the country. 

Luring back independent retailers is 
"critically important" to changing that 
sentiment, says O'ljeary. So his company 
has begun offering single-store owners 
inducements such as lease terms shorter 
than the decade-lorn.; nnnniitment typical 



of malls; caps on rents that rise according 
to sales; and fewer demands for store-de- 
sign changes. 

Like other mall operators, Landau & 
Heyman is trying harder "to look for 
merchandising concepts that fill a niche 
that isn't being provided by permanent- 
tenant stores," O'Leary says. 

By now, most malls have "kiosk" pro- 
grams, allowing very small operators to 
rent carts or other mobile spaces in the 
mall on a short-term or low-rent basis. 

Some, like the humongous Ma J] of 
America in the Minneapolis suburh of 
Bloomingtan, also help retail entrepre- 
neur* crack into spaces in malls. Says 
Teresa McFarland, a marketing execu- 
tive for the mall: 'These stores add a lot 
to the flavor of the mall/' 



Cater to ethnic 
tastes. As the U.S. 
population becomes m- 
creasingly diverse and 
the growth of ethnic 
groups continues to be 
centered in urban 
cores, it's only natural 
that ethnically ori- 
ented retailing should 
be a growing trend. 

In Elgin, III, at least 
four new Hispanic 
grocer}' stores have 
opened in the past 
two years. Some offer 
unique services to dif- 
ferentiate themselves, 
such as one store that 
sells money orders and 
has a taqueria, or 
small restaurant, on 
the premises. 

Taking the ethnic- 
grocery idea and am- 
plifying it is Five 
Continents Ltd.. an 
ethnic supermarket in a converted ware- 
house on Chicago's Southwest Side. 
Shoppers there can grab a bag of litchi, a 
sweet fruit from Asia, or choose from among 
15 varieties of rice, 

"We're taking the ethnic market to the 
next level," says owner Trung Truong, 
whose clientele includes not only Asians but. 
also Latin Americans. Africans, and Middle 
Easterners. 

Follow the national chains. Perhaps 
ironically, one of the best signs of life lor in- 
dependent downtown merchants is that 
many chains are following them back to the 
neighborhoods. 

Luring national retailers such as Star- 
bucks Coffee, The Limited, and Bath & 
Body Works has lx?en an important part of 
the re vita ligation formula for Harrigans 
firm, which is helping to recast more than a 
dozen downtown districts in California. 

"Independents in those towns are seeing 
the value I of the chains | because they know 
their area has been stagnant, and with na- 
tional retailers mining in, the vibrancy of an 
area can increase tenfold," Hanigan says. 

For single-store owners, such vagaries 
are part of their continuing, sometimes gen- 
erations-long efforts to redefine themselves 
as American cultural, economic, and demo- 
graphie trends evolve. But Mitzelfeld, at his 
family's department store in Michigan, be- 
lieves that things are going to continue to 
swing back the way of these businesses. 

"Independents are going to be in a good 
position down the road partly because of 
changing demographics," he says. "People 
will just appreciate good service more and 
mom So we have to hang in there. 1 » 
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Fighting Fraud in 
Workers' Comp 

Armed uilh 
stronger laws, new 
resources, and a 
tougher attitude, 
employers and 
their insurers are 
striking back 
against this costly 
hrand of cheating. 
#9157 




Surplus Mania 

With the approach 
federal revenue 
,-uruluse>, thi* 
riationis latin l' 
ecorH>mic decisions 
unseen for a 
generation 
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Electricity 
Deregulation 

some small- 
business owners 
are beginning to 
set- the imjwct of 
electricity 
deregulation, and 
nth ei-s would be 
well advised to 
know what's at 
stake. 

#9148 




Is Your Company 
Keeping Pace? 

The good economic 
times are expected 
60 continue— at a 
slighLlv ahatetl 
rate— in \m. But 
sustained growth 
has created new 
ehallenge;- fnr 
small businesses, 
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Labor s New 
Assault 

Big Lalxir is 
back—with 
aggressive efforts 
to increase union 
membership and 
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and the stakes for 
business are rULTii. 
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Computer Crime 

electronic 
uinocence is over. 
Firms must 
protect themselves 
against Josses from 
eomputer hackers, 
thieves, viruses - 
and employees. 
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Lawsuits 
Gone Wild 

Ybur small business 
can lie devastated if 
a trial lawyer and a 
disgruntled 
HJipLnyee rile a 
lawsuit But you can 
take steps to 
protect yoursd£ 
#9155 
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The Perfect 
Franchisee 
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ranchising ^ 

There probably is no such 
thing as the ideal candi- 
date, bid a survey o f the 
industry sheds light on 
desirable traits. 



So you've decided that buying a fran- 
chise is the way for you to go into 
business. Great, if you re the kind of 
person who can be successful— and 
happy — as a franchisee. 

Just what type of a person is thai? Sn- 
tiotis BU8&te8$ asked a number of fran- 
chisors and franchisees what traits they 
think make for a successful and happy fran- 
chise owner. That ques- 
tion was posed also to 
the International fran- 
chise Association ( I FA), a 
no np ro fi t trade organi- 
zation based in Wash- 
ington, D.C., that repre- 
ss) is more than -iOJMH) 
franchisees, fi-anchisors. 
suppliers, educational 
institutions, and other 
franchise associations 
worldwide. 

Naturally, the re- 
sponses varied, hut 
til ere were a number of 
common elements. And 
even conflicting an- 
swers raise issues that 
any prospective fran- 
chisee should consider 
seriously 

This diversity of 
thought on what makes 
a good franchisee un- 
derscores the need for a 
prospective buyer to re- 
search a franchise com- 
pany thoroughly before 
making a financial com- 
mitment. Just as indi- 
vidual franchisees have 
particular characteristics, so do franchise 
companies. 

Of course, one requirement of all fran- 
chisors is that a prospective franchises 
have the required finances. Start-up costs 
for franchising can range from less than 
$5,000 to more than $500,000, according to 
the IFA, (See "Lending A Hand With Fi- 
nancing," January, for a detailed look at fi- 
nancing a franchise.) 

Enjoy The Work 

There is widespread agreement that suc- 
cessful franchisees are those who truly 
enjoy what they are doing. If they don't. 



they will be not just unhappy but also un- 
successful. 

A person not only needs to be happy run- 
ning a small business but also must enjoy 
dealing with the specifics of the franchise, 
whether it's taking care of pets, baking 
bread, or managing a hotel. 

The IFA warns that people sometimes 
buy into a franchise thinking they will 



nels, says: "We have to identify someone 
who is a real animal lover because in the 
course of a day one of our franchisees will 
spend time with 15 or 20 customers* dogs 
and cats and fish and birds. Someone who 
is just a numbers cruncher will not enjoy 
doing this." 

Terry Plunkett, who with his wife, Donna, 
has a Critter Care franchise in Colorado 
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make a great deal of money, only to find 
out that they don't enjoy what they're 
doing. The organization says the adage 
' Know thyself is especially relevant when 
looking for a franchise. 

Tbm Ivory, president and founder of 
Baker Street Artisan Breads, based in 
Bryn Mawr, Pa., says: "We're looking for 
someone who is going to make a commit- 
ment. We're f(H)king for franchise partners 
to share our passion for bread baking and 
owning and running a business. 1 " 

Stan Bumgamer, president of Baton 
Rouge, La. -based Critter Care of America, 
an in-home pet-sitting alternative to ken- 



Springs, Colo,, agrees, but he says suitabil- 
ity issues go beyond (hat. "You must be an 
animal lover, yes, but we consider ourselves 
to be in more of a people business than an 
animal business," he says. 

He adds that you shouldn't go into a 
business because you love some particular 
aspect of that business hut "because you 
want to be in business, you enjoy the 
process of business, and you perceive 
there's a need in the community that vou 
can fill." 

Alex Roudi, president and CEO of Cov- 
erall North America, a janitorial -services 
company based in San Etiego, says: *Tirst 
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Earn The Living 
You've Dreamed Of,*. 
Right In Your Own 
Dream House! 



Live In or sell an Eagle's Nest home with design 
features not found elsewhere it r*ice the price. 
Mudels a* km at S*) r lO per square foot 




Earn up to $5,000 to $15,000 rwr home... 

* Quality 

* Contemporary l~radit tonal Homes 

* Keep Present Employment 

All you need to gel started is a S7.500 house 
deposit for your own business or private use- 
New - M Be Your Own Builder" prngram can 
save you and your clients up U> 25% of the 
house construction cost. 

For a FREE Full Color Brochure: 

( all Mr. Nations at I -$00-579- 1079 (24 hrs) 

Fax (770) 720-7605 or write: 

Eagle's Neil Homes, Inc 
205 Eaglci Nest Drive, Canton. GA Mil 14 

hMp -w v. w , tag lc s ri c^th u mcs.com 
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and foremast, we look for a genuine moti- 
vation to own a business. We I«jok for en- 
thusiasm. How long have they been think- 
ing about it? Have they been saving 

money? Have they ever 

owned a business before?" 

Candice Cheeseman, who 
is opening a Baker Street Ar- 
tisan Breads franchise in 
Tulsa, Okla,, was inter- 
viewed in the midst of con- 
struction of her business. 
Asked about franchising, her 
first words were. "Right now; 
Td say. 'Don't do it. " 

Although she immediately 
sighed and laughed, the 
pressures she faced were ob- 
vious. "Franchisees can't ex- 
pect that everything is going 
to be done for them,'* she 
said. 'They must have 
enough assertiveness, a desire to be their 
own boss, and patience — and they really, 
really have to want to do it.* 

Why did Cheeseman get into franchis- 
ing? U I was a lawyer for 15 years and did 
not want to do that anymore." she ex- 
plained. 

The Experience Factor 

There is not universal agreement on 
whether a franchisee must have experi- 
ence in the field of the franchise, but fran- 



Preparing For 
The Purchase 



If you've decided to buy a franchise, what 
do you do next? 

The following advice is offered by the 
International Franchise Association, 
which represents more than 30.000 fran- 
chisors, franchisees, suppliers, educa- 
tional institutions, and other franchise as- 
sociations worldwide, and by FranNet, a 
consulting firm in San Diego. 

The Steps To Tate 

■ Talk to as many franchisees as possi- 
ble. 

■ Talk to the franchisor you're consid- 
ering. Get to know the key players in the 
company. 

■ Consult any and all advisers you be- 
lieve can help you. 

■ Ask as many questions as you can. 
No question is too trivial 

■ Compare different franchises in the 
same field. 

■ Read and understand the u Uniform 
Franchise Offering Circular," a detailed 



My job is to 
create the foun- 
dation on which 
the franchisee's 
entrepreneurship 
can operate" 

—Jim Carpenter, 
Wild Birds Unlimited 



chisors generally are looking for business 
experience. 

Joe Montefusco, who has a Tilden for 
Brakes Car Care Center franchise 1 in Hunt- 
ington, N.Y., thinks that ex- 
perience in business and a 
good business sense are the 
most important attributes for 
a franchisee, but that a tech- 
nical background is a plus. 

"In our franchise, it's good 
to have an automotive back- 
ground, but its more impor- 
tant to know business,* he 
says. "If you want to open an 
Italian restaurant, coming 
from another Italian restau- 
rant would be better than 
coming from a Chinese 
restaurant. Still, if you're a 
good Chinese cook, you'll 
learn to cook Italian food." 
The same is true, he says, for a good 
business person who is not an automotive 
expert but opens a Tilden franchise. The 
person will learn. 

Gary Occhiogrosso. via* president lor 
franchising with New York City- based 
Ranch *1, a restaurant chain that special- 
izes in grilled chicken-breast sandwiches, 
says his ideal franchisee has a background 
with a mult limit Ibod service and experi- 
ence in real-estate development. 
Baker Street s Ivory says: "Our profile 



document that each franchisor must file 
with the Federal Trade Commission and 
provide to prospective franchisees. 

■ Know all the terms of your contract 
before you sign. 

■ Check the history and experience of 
the franchise s officers and managers. 

■ ; : 1 ' i research, research. The 
more you know, the better your decision is 
likely to be, Remember, only you can 
know if owning a particular franchise is 
right for you. 

The Pitfalls To Avoid 

■ Don't hurry. Taking shortcuts in your 
re>eurch will decrease your chances of 
succeeding. 

■ Don't overcxtend your - finances. Plan 
for more expenses than you think you'll 
have. 

■ Don t neglect to consult professionals 
such as lawyers and accountants. Saving 
on fees will deprive you of important In- 
formation. 

■ Don't take anyone's word. It's your 
risk and your opportunity. 

■ Dont settle on just anything. Get the 
business you want, which may not be the 
first one thai comes along. 



* 



calls for people who * 
have food-service 
backgrounds, but that's 
not mandatory. However, we 
do want someone who understands what 
food service is all about. 1 * 

Critter Care's Bum garner says, "Typi- 
cally, people with some business back- 
ground do better, particularly people with 
a sales and promotional 
background, because they 
know how to get out and 
network, talk at chamber of 
commerce meetings, and 
build a network of other 
business people in the com- 
munity for referrals/ 

Dan Bishop, president 
and CEO of THE MAIDS 
International, a residential- 
cleaning company based in 
Omaha, Neb., says, "People 
with a business background 
tend to be more successful, 
and people with experience 
with entry-lewl labor lend 
to have less difficulty in 
stalling up, 

'Those with a sales and 
marketing background,* he 
adds, "tend to be the most 
aggressive and the fastest 
growers because they em- 
phasize sales." 

Rill Weatherford, senior 
vice president for South- 
east-niarkel franchise oper- 
ations with Silver Spring, 
McL-based Choice Hotels — 
which franchises the Sleep. 
Comfort, Quality Clarion, 
Rodeway, Econo Lodge, and 
MainStay Suites brands — 
says he looks for lodging-in- 
dustry experience in poten- 
tial franchisees. 

Although lodging experi- 
ence is not a must for the 
franchisee, the company 
does insist on having expe- 
rienced managers operating its proper- 
ties. "Unlike many franchises, this is very 
management-intensive for one obvious 
reason — the doors are open 24 hours a 
day, 365 days a year,* Weather ford ex- 
plains. 

Agreei ng wit h that assess i nm! i fieri 
Pooser, president of IMIC Hotels, a 
Choice Hotel franchisee with units in 
(Georgia, Florida. Tennessee, Virginia. 
North Carolina, and South Carolina. In 
fact, he says that in his field, a franchisee 
needs more experience now than ever be- 
fore. 

"I have Iwen in the business since 1%4, 
and 1 think that today you need more ex- 
perience than you ever have 1 needed to get 



ranchising 



into and succeed 
in this business,* 
Pooser says t explaining 
that even with ample financial 
backing, the hotel business is too competi- 
tive for an outsider. 

He suggests that anyone without a great 
deal of experience in the field but who still 
wishes to go into the hotel-franchise busi- 
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The construction of her Baker Sf reef Artisan farads frnn- 
vlii.se pat pressure on ( intdivf ( 'Iteescuian, htttfmn- 
chisees "caw-Y expect that everything h going to be done 
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ness should lean heavily on an experienced 
developer and hue a good management 
company 

A Place For Etitrepreneurship? 

Both franchisors and franchisees disagree 
among themselves on whether a fran- 
chisee needs to be a natural entrepreneur. 

The IFA maintains that a franchisee 
must be willing to follow the franchisors 
system because the key to franchising suc- 
cess is the consistency of product and ser- 
vice that customers find from one fran- 
chise operation to another People who do 
not like to conform to a predetermined for- 
mula should be very careful about buying 
a franchise, the association says. 
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DOESN'T HAPPEN BY ACCIDENT. 



At MAACG, we know 
how hord business owners 
work to become successful 
That's why we've spent 
the tost 25 years defining 
ond refining our business 
management systems lo 
improve the slrength 
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We're committed lo you. 
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Indoor A ir Qu alify 
Insurance 
Restoration 

" S tea ma tic is a 

great franchise for 
the person with the 
business skills and 
desire to own his own company. 
You receive professional training 
and continuous support services. 
My franchise has clearly proven 
over the past 20 years that 
Steamatic is #1 
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Franchisors agree that their systems 
must be followed, but they and their fran- 
chisees disagree on how much freedom 
and entrepreneurial spirit a franchisee 
should be able to exercise within the sys- 
tem. 

Bumgarner says he 
wants a franchisee with 
"the delicate balance of 
someone who is an entre- 
preneur and aggressive 
from a business stand- 
point, and who wants to 
stay within the franchise 
system s guidelines. 

"I find that individual to 
be a rare person/ he adds. 
"A true entrepreneur does- 
n't want many guidelines, 
which leads to challenges 
for us * 

Nonetheless, he contin- 
ues, U I would rather err on 
the side of someone being 
very ambitious and ener- 
getic and needing me less 
than someone who's very 
passive and waits for me to 
do everything," 

Mary Rover of Evanston, 
111., who " runs a THE 



MAIDS International franchise on the 
North Shore of Chicago, agrees about the 
need for this balance. 

She believes a successful franchisee is 
someone "with some entrepreneurial 
spirit but who also is willing to follow the 
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Franchisees need to strike a balance hrhivva ettiwpwm u rial xph 
the sijxU/nh srif/.s Mary Boya: irho Itnx a THE MAIDS lutt'i 
rkatt 'uHjfmuvhiw in Illittai*. 



plan. If you decide to buy a franchise, 
you're really buying some systems that 
presumably are successful. Yon need !o be 
willing to accept that and buy into the 
programs the franchise sets forth. If you 
want to reinvent the wheel, I don't think 
you would be suitable. " 

In any small business, 
the owner is going to set 
the direction and have the 
vision, but he or she must 
also be interested in using 
the expert ise of other's who 
have more experience, 
Boyer says. 

Jim Carpenter, founder, 
president, and CEO of 
Indianapolis-based Wild 
Birds Unlimited, which 
sells birdseed and other 
supplies to bird-feeding 
hobbyists, says he is look- 
ing for pure entrepreneurs. 

"I believe my job is to cre- 
ate the foundation on 
which the franchisees etv 
trepreneurship can oper- 
ate at the local level/ he 
explains. "Their job is to 
get people in the door, take 
care of them when they are 
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If you have the drive ro qiow a business uf yuut awn and 
have at least $40,000 in liquid assets, here's the OPPORTUNITY to join 
in a strategic partnership with meineke Discount Muffler Shops. 

the nation's largest discount muffler and brake repair specialist. 

This opportunity doesn't require a knowledge of vehicle repair. We're looking for entrepreneurial 
people who can effectively manage a business and direct a productive team of professionals. 

We know our business system works! Well he right there far you with com pre + - 

hensive initial training, proven aggressive marketing, advertising with imp ■ IWl©W€lCft 

Discount Mufflw* 

www.meineke.com 



and management guidance. You'll discover the opportunities created by the 
meineke reputation for discount pricing and fast r dependable service. 



The discovery process begins with a toll-free phone call. 
1 • 800 • 634-6353 

meineke Discount Muffler Shops. Inc. • 128 South Tryon Street, vth Floor • Charlotte. North Carolina 2B202 

■ 1997 nHnekr' Discount Hat'Aei Shopn, Inc. 




Instant Image 

One of America* most recognized 
retailers is also your best franchise 
opportunity... 

■ Tap into the lions share of 
a $7.3 billion market 

■ Capture the benefits of GNCs 
mufti-million dollar national 
advertising programs 

■ Become part of an international 
retail chain more than 3,200 strong 

■ Choose the franchise opportunity 
ranked America* Best by 
"Franchise Times" magazine 

in 1997 and "Success" in 1994 

Direct financing, site assistance 
and company-signed lease provided. 
Initial investments as low as $57 r 500. 
Special financing available in 
expansion markets around the U.S. 




Call now 1-800-766-7099 
Americas Best Franchise!'" 

300 Sixrh Avenue, Pittsburgh PA 15222 
www. bison I ,com/GNC 
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there, and create a relationship so theyll 
come hack. 

"We are looking for people who desire a 
foundation for l heir strategic plan to work 
on a local level," he adds. ^The old view 

some franchisors had 

was that you didn't 
want entrepreneurs be- 
cause they would not 
follow the system. 

"I have always want- 
ed entrepreneurs in a 
retail store because the 
only way growth is 
going to happen is for 
the local retailer to go 
out and make it happen. 
The results completely 
depend on the fran- 
chisee and the stafT on 
the sales floor" 

Bob Bask in d. presi- 
dent of Tilden for 
Brakes Car Care Cen- 
ters, based in Garden 
City. N.Y, says: "1 want 
somebody looking to get 
into his own business, oblc to control his 
own future and destiny, but somebody that 
needs a little bit of help to get started. 
We're really looking for an entrepreneurial 
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Those who think buy- 
ing a franchise will 
make them 'Immedi- 
ate millionaires don't 
have a concept of 
what it really will take 
to make a franchise a 
success— a lot of 
work and a lot of 
time. 1 

—Tom Ivory, 
Baker Street Artisan Breads 



type of person who wants to do on a 
smaller scale just, what 1 am doing." 

On the other hand, 
Weatherford of Choice 
Hotels says he is looking 
for franchisees who will I 
work entirely within the J 
system. 

"We look for individuals 
who will support our sys- 
tem," he says. "We have a 
set of standards and spec- 
ifications for operating 
and we need consistency 
in order for the franchise 
to be effective. 

The customer doesn't 
like surprises," he adds 
"The support from indi- 
vidual franchisees lends 
itself to a consistent expe- 
rience that feeds the suc- 
cess of the system they 
bought into in the first 
place. You don't want a rebel" 

Don Dozier, executive vice president of 
American Fastsigns Inc., a sign and graph- 
ics franchise company based in Carrollton, 



m 



Texas, says: ' \\V want people whu havr the 
willingness and discipline to follow the 
systems we have in place, A lot of people 
confuse being a franchise owner with 
being an entrepreneur, and frankly, we've 
taken a Jot of the fun out of being an en- 
trepreneur through the systems we've de- 
veloped." 

The Need For Hard Work 

If there is disagreement alwut the benefits 
of entrepreneurship in a franchisee, there 
is none about the need for a franchisee to 
be willing to work long and hard hours. 

Sheryl Caine, who runs a Wild Birds Un- 
limited store in North Olmsted, Ohio, says: 
There has to be something in you that 
says you really want to work for yourself. 
Before I started this store, I worked for a 
hank. After a while, I thought that if I were 
going to be working that hard, I should be 
working for myself 

She says that a franchisee not only must 
really want to succeed but also must be 
willing to make a major commitment of 
time. "It's different from working lung 
hours for someone else," she says. "You 
think about il all the time. My store closes 
at 7 p.m., I get home at 7:30, but it doesn't 
really stop there. I get supper and then do 
stJTiie paperwork. My husband and 1 jointly 




also one of the most exciting a ad fastest growing franchise opportunities. 

Consistently ranked the number one franchisor in our industry, Jan t- King 
offers a complete program with guaranteed initial business and ongoing j 
training and support, fan i- King is a solid business investment, ^^^^ 

W 

With 29 years in the cleaning industry, we offer specialized and affordable ^ 
cleaning solutions for more than 30,000 clients worldwide. Jani-King's 
expertise, coupled with local support and a dedicated business owner, ensures the 
performance you expect and the service you deserve. 




Master Franchises Available 
800/552/5264 • 972/991/0900 * www.janiking.com 
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own the store, but he has another job. 
He does all the financial and book 
work, so every conversation we have 
ends up having something to do with 
the business, 

"But there's a lot of satisfaction, too," 
she adds. "I like running the show for 
myself and determining how things 
are going." 

Don Marcum, who has Fastsigns 
franchises in Lexington, Ky„ and 
Cincinnati, phrases simitar thnughts 
somewhat differently. "Successful 
franchisees all seem to be very simi- 
lar/ he observes, They are very com- 
petitive. The status quo is not good ^ 
e n ( nigh . E ve n i n a fra n v b i se sit uati on , I 
they want to achieve more than the m 
average franchisee, maybe for no other 
reason than just wanting to be No, If 

Roudi, the president and CEO of Cover- 




all, looks for "a high level of energy. That is 
very important, especially starting up. A 
person needs energy to deal with all the is- 
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Long hours are a given for xu woeful 
franchisees, wys Sheryl Cable, who 
rum a Wild Birth Unlimitedfrxin- 
vhtxe in Ohio. 



sues that will come up." 

Baker Streets Ivory says: "AVe want 
someone who understands it's a lot of 
work. We have come across individuals 
who t hink that by investing and buying 
a franchise, they will become immedi- 
ate millionaires. They don't have a con- 
cept of what it really will lake to make 
a franchise a success — a lot of work and 
a lot of time." 

A Preference For Couples 

Many franchisors are looking for two 
partners to divide the work and long 
hours associated with running a success* 



Charting The Franchise Voyage 



Three important considerations that often 
are overlooked in the search for a franchise 
are a system's age, its size, and the com- 
pany's culture, says Ellice B. Gonzalez, 
president of Strategic Sol utions* a Shore- 
ham, N.Y., management consulting firm 
specializing in frandiLsor- franchisee rela- 
tions and franchisee-support programs. 

He compares the search for the perfect 
franchise to a trip, which can he exciting, 
scary, boring, enriching, lengthy, brief, 
costly, or a bargain. 

The Old And The New 

The age of a franchise company has a di- 
rect impact on the type of participation 
that a franchisee will have in the system, 
Gonzalez says, 

A system that is new provides the oppor- 
tunity to get in on the ground floor and 
have a say in how the system will develop. 
Young companies offer the potential for low 
initial franchise fees but might lack name 
recognition, be undercapitalized, possess 
no management track record, and have 
some bugs to be worked out. 

While these problems are much less 
likely in older systems, other difficulties 
might arise in those organizations. Op- 
portunities for a franchisee to help shape 
the company might be severely limited, as 
might opportunities tor growth in the 
number of outlets owned. 

If the trip itself is as exciting to you as 
reaching the destination, then consider a 
young and growing company," Gonzalez 
says, "If you want to know where you are 
going and how you are going to get there, 
then look at well-established companies.* 



The Big And The Small 

A small franchise system oilers a more 
personal touch with few layers of bureau- 
cracy, Gonzalez notes. But there might be 
a small budget and few support re- 
sources. 

A large system might be more bureau- 
cratic, limiting accessibility for fran- 
chisees and creating circuitous and frus- 
trating communications. But large 
franchisors have built-in support systems 
and budgets ample enough to fund new 
projects and franchisee programs, 

"If you like traveling in small groups, 
influencing the trips course, and are ex- 
cited rather then disturbed by the un- 
known, then look for a small franchise 
system," Gonzalez says. "If you like com- 
fortable travel accommodations and help 
in carrying your luggage, and are satis- 
fied having your suggestions filtered 
through a travel guide, then consider a 
large system. 1 * 

The Question Of Culture 

Traveling companions can make a trip 
memorable, for either positive or negative 
reasons, Gonzalez says. Some people like 
to travel alone, enjoying random and in- 
termittent contact with others, while 
some travelers are comfortable only in a 
group. Franchise systems reflect these 
differing needs and values, 

Corporate cultures can emphasize the 
values of togetherness or individuality* 
competition or consensus, and creativity 
or conformity. 

The problem is that a company's corpo- 
rate culture, unlike age and size, is not 



easy to identify Gonzalez suggests talk- 
ing with current and former employees 
and franchisees. 
Here are questions that can help in the 

process: 

■ How do the system's members be- 
have at a company meeting? Do they 
have a rah-rah attitude, or are they re- 
served and businesslike? 

■ What is the relationship between 
management and franchisees? 

■ Do people address one another for- 
mally or informally? What type of lan- 
guage is used — sports analogies, family 
metaphors, sexist comments? 

■ How do they dress? 

■ What is the company's mission state- 
ment? What are its core values? 

Gonzalez points out that no individual 
can change a company's culture, so fitting 
in is important to avoid an uncomfortable 
experience. 

4i Before embarking on the trip, be sure 
you will be paddling in the same direction 
as everyone else in the canoe." Gonzalez 
says. ''If you want to steer an independent 
course, find a company that lets each per- 
son have his own canoe ? 

Prospective buyers searching for the 
perfect franchise need to acknowledge the 
great variation that exists among fran- 
chisors, he notes. No system is ideal for 
everyone, just as no trip is ideal for every 
traveler. Selecting the perfect franchise 
depends on individual goals and needs. 

If this exploration is conducted prop- 
erly, there is a high probability that ven- 
turing into franchising can be a positive 
and memorable experience, Gonzalez 
says. That's true even if the trip includes 
some difficult moments and your luggage 
fjccasionally gets lost. 



ful franchise. , 

Critter Care's 
Rumgarner says **a 
husband-and-wifc team seems to work 
best. One maintains a fuJl-time job while 
helping the other to build the franchise — 
and pays the rent until the franchise is up 
and running. 

"Another benefit is that in our service 
business, it's necessary to have one person 
to answer the phones on the weekend 
while the other is out pet-sitting. This is a 
real challenge for a single person/ 

While THE MAIDS International^ 
Bishop isn't necessarily looking for hus- 
band- and- wife teams, he agrees whole- 
heartedly that "it usually takes two people 
to get oil the ground in 
our business. 9 

"We do profiling to show 
people where their 
strengths are. 1 * he says. 
"We advise and caution 
them to hire to their weak 
side. If someone ia strong 
in sales and marketing, 
we want him to bring in 
someone who can match 
that on the operational 
side of t he business." 
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The Value Of Anitude 



Franchisor's also specifi- 
cally look at the character 
or attitude of a potential 
franchisee. 

Ivoiy of Baker Street 
Artisan Breads says, "We 
want someone who shares 
our mission statement to maintain certain 
q ua li t v s tai ida rds , c us to me r-se i vi ce s t a n - 
dards, and workplace standards." 

Ranch 'Is Occhiogrosso says the first 
thing he look* for is what the potential 
franchisee expects, "Are they expecting to 
make a million dollars, not to work any* 
more, and to boss people around, or are 
they expecting to go to work t build a busi- 
ness, create an organization, and use the 
Ranch *l concept as a vehicle for their owti 
development?" he says. 

"I am looking for the awareness of the 
purpose a franchise actually serves, a ve- 
hicle to get from point A to point B, w he ex- 
plains, 

Dozier of American Fastaigns says: "We 
want people who have a high degree of in- 
tegrity because they will tie business part- 
ners with us. We want people who under- 
stand the value of that and who have the 
willingness and discipline to follow the sys- 
tems we have in place, 

*In any business experience, people are 
faced with new challenges " he points out. 
"There is always a certain amount of psy- 
chological pain in learning new areas. We 
understand thai and are able in ideiitifv 
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In any business 
experience, people 
are faced with new 
challenges. ... The 
people who have the 
tenacity to push 
through those barri- 
ers are the ones 
who will become the 
most successful." 



Qit\QE those areas that are 

going to be the per- 
sonal pain thresholds the 
franchisee will have to overcome. 

'The people who have the tenacity to 
push through those barriers are the ones 
who will become the most successful* 

Plunkett, the Critter Care franchisee in 
Colorado, considers optimism a basic in- 
gredient for a good franchisee. "If you re 
not optimistic about going into a business 
from the very beginning, you probably 
shouldn't be going into business. You prob- 
ably will fail," he says. 

THE MAIDS International's Bishop looks 
for "a willingness to work and a positive al- 
titude. I look at the depth of the homework 
somebody has done— not 
just Tve always wanted to 
have my own business* — 
and whether he has a list 
of questions when he 
comes here." 

Choice Hotels Weather- 
ford says the most impor- 
tant factor in the relation- 
ship between franchisor 
and franchisee is the abil- 
ity to build a partnership. 
IS tot of people have the 
mistaken impression that 
the relationship is real-es- 
tate based," he says. "For 
us it's a credit contract 
agreement, and we look 
for creditworthiness, sul> 
stantial net worth, and 
liquidity/* 
Coverall's Roudi says he 
looks for stability: "Does the individual 
come from a stable life? Is the family 
rooted in the area?" 

Joe Driscoll. who runs a Coverall fran- 
chise in Acton. Maine, says the first thing 
a franchisee needs is to be motivated. "You 
definitely have to be focused and dedicated 
and believe in yourself/ he says* 

The IFA points out that a successful 
franchisee should have a history of success 
in dealing with and interacting with peo- 
ple "Your ability to interact weU with your 
franchisor, other franchisees, employers, 
and customers cannot be emphasized 
enough," the group says. 

The association also says a would-be 
franchisee must have family support for 
the idea because managing a franchise is a 
full-time joh requiring great sacrifices of 
personal and family time. A franchisee's 
family should understand these tremen- 
dous demands. 

Do you think you have what it takes to 
become a franchisee? Perhaps the first 
step toward answering that question is to 
know yourself well Then listen to what 
the experts say. After all, they've been 
there, done that W 



— Don Dozier 
American Faslsigns 



Tips From 
A Winner 

Dick Rennick. founder and CEO of Ameri- 
can Leak Detection, created the electronic 
leak -detection industry in 1974 and has 
expanded his franchise company to 289 
sites in 37 states and 13 countries. 

In March he was named 1997 Entre- 
preneur of the Year by the International 
Franchise Association* based in Washing- 
ton. D.C and Deioitte & louche, LLP, 
one of the largest international account- 
ing and consulting firms, based in Wilton, 
Conn. 

Rennick grew up in a plumberia family 
and liecame familiar with what he calls 
the "bash and crash" method of finding 
leaking pipes. But all the while lie thought 
there must be a better way* so he devel- 
oped his electronic system. It can detect 
household and industrial leaks of all sorts, 
including water, sewage, and gas 

Rennick looks for four things in potential 
franchisees: 

Attitude. A potential franchisee should 
lixik for something that he or she wants 
to do, Rennick says. For example, he says, 
a person who enjoys working with com- 
puters and teaching others to do so 
shouldn't u F et a franchise that sells sand- 
wiches or cleans houses. He looks for this 
type of understanding in franchise appli- 
cants 

He advises that a prospective franchisee 
talk with as many franchisees in the com- 
pany as possible. What may look like a 
chance to work with computers, he says, 
might in fact be a sales opportunity 

Skills* A person must have the skills 
necessary to succeed in a specific franchise, 
Rennick says. For his franchises, he looks 
for mechanical skills. A person who can't 
change the oil in a car or do repairs around 
the house won't fit in his company. 

A Team* He likes to work with husband- 
and-wife teams, They allow one person to 
be out in the field detecting leaks while the 
other handles office duties. He adds that in 
some of his franchises, the person out in 
the truck is the wife. 

Entrepreneurship. Rennick says 
that, unlike some franchisors, he doesn't 
want yes people. He wants people who 
think for themselves and can make spot 
decisions. He acknowledges that it some- 
times can be trying to work with several 
hundred such franchisees, but he sa> - 
that's his joh. and he thinks the results 
make it worthwhile. 



Nation's Business April liMN 



LEGISLATION 



States Plug In 
To Deregulation 



By James Worskam 



Although Congress is still consider- 
ing how to restructure the electric- 
power industry, the drive for com- 
petition among electricity providers 
is moving ahead steadily in the states. 

Sixteen states representing about 44 
percent of the U.S. population have ap- 
proved competition among elect ricitv 
providers. In those states, residential, 
business, and industrial customers can 
now — or soon will be able to — choose 
among various suppliers of electricity. 

The deregulation movement is aimed at 
injecting competitiveness into the $212 
billion~a-year electric-power industry, the 
last of the major U.S. industries to be 
deregulated. Over the past decade* a 
number of other industries — among them 
trucking, airlines, financial services, and 
telecommunications— have been freed to 
a large extent from government controls. 

California, the most populous state, 
scheduled its implementation of retail 
competition for March 31 after a three- 
month delay because of computer prob- 
lems. Massachusetts began competition 
March I. The other 14 states are to begin 
phasing it in this year or within the next 
few years. Those states are Arizona, Dli- 
nois, Maine, Maryland, Michigan, Mon- 
tana, Nevada, New Hampshire, New Jer- 
sey, New York, Oklahoma, Pennsylvania, 
Rhode Island, and Vermont, 

Looking To California 

"People are waiting to see how California 
shakes out," says Charles Gray, general 
counsel for the National Association of Reg- 
ulatory Utility Commissioners, a group of 
state utility regulators. That's the first big 
threshold people have to get past" 

In California, full-scale deregulation was 
delayed because of problems in the com- 
puter links between the Independent Sys- 
tem Operator and the Power Exchange. 
The Independent. System Operator will op- 
erate the network of power transformers, 
lines, and towers. The Power Exchange 
will be the site — resembling a stock ex- 
change^ — where electricity will be taught 
and sold. Under the California plan, resi- 
dential and small -business users began 
receiving a mandatory 10 percent rate cut 
as of Jan. L 

Several states have had pilot programs 
for small portions of their populations and 
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are among the 16 that have set final dead- 
lines for competition to begin, according to 
several surveys earlier this year. 

In New Hampshire, which has been con- 
ducting the nation's first statewide pilot 
program, statewide competition is to begin 
July 1, But a court challenge to some pro- 
visions in the order could delay full, 
statewide competition by all companies. 

A pilot program is under way in Pennsyl- 
vania, and full deregulation is to be phased 
in for all customers beginning Jan. 1. 

States where action could come next are 
Colorado, Connecticut, and New Mexico, ac- 
cording to the National Governors' Associa- 
tion. 

The View From Washington 

Several bills to deregulate the electric- 
power industry have been introduced in 
Congress. The House and Senate have 
held hearings, but no further action has 
been taken. 

Rep. Dan Schaefer, R-Colo., chairman of 
the House Commerce Subcommittee on En- 
ergy and Power, is working with Democrats 
and other Republicans to reach a consensus 



Wldle electricity deregitlu- 
tion is being debated in 
Congress, 16 states have ap- 
promd/reijail conqHiiticni 




on his restructuring bill, which he 
hopes the House will pass this year, 
a spokesman said. Schaefer's bill 
would require that all customers be 
able to choose their electricity 
provider by Dec. 15, 2000, either 
through state or federal action. 

In the Senate, the Banking Com- 
mittee has approved a bill that 
would repeal the 1935 Public Util- 
ity Holding Company Act. which 
limits the growth of multistats 
electric utilities. A vote by the full 
Senate is possible this spring. 

Sen. Dale Bumpers of Arkansas, 
the senior Democrat no the Energy 
Committee, is pushing for a com- 
prehensive deregulation bill Bui 
prospects for action on it don't ap- 
pear bright, A spokesman for Sen. 
Frank Murkowski, R-AIaska, the 
Energy Committee chairman, said 
there is no plan to move a compre- 
hensive bill this year. 

The Clinton administration has 
yet to propose any legislation, but. 
in recent speeches, Energy Secre- 
tary Federico Pena has laid out 
several principles that the admin- 
istration thinks are critical in any deregu- 
lation bill. 

Even with competition, Pena says, there 
should be "universal service 1 ' provisions 
u with protections for small businesses and 
low-income families." Also, he says, deregu- 
lation should "advance sustainable energy 
goals and increase investments in energy 
efficiency and renewable technology* 

Pena says that even though the adminis- 
t ration has definite- ideas annul what ought 
to be in federal legislation, "states should 
have the flexibility to adapt competitive 
structures to their own particular needs," 

As some states have moved ahead with 
electricity restructuring, many regu- 
lated utilities have created unregu- 
lated subsidiaries that seek to be 
competitive in selling not only electric 
power but also related items such as en- 
ergy-saving appliances and various ser- 
vices. 

The results of such initiatives and of the 
several statewide efforts at competitive^ 
ness could indicate how far and how fast 
industry restructuring will proceed. ffl 
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Nation s Business Classified Ads 



CLASSIFIED RATES AND INFORMATION 



To place a classified ad CALL TOLL FREE. 
800424-6746 (in Washington, DC call 463-5640) 
Fax; 202-463-3102 or write Nation's Business 
Classified. POBox 1200, Washington, DC 20013. 
Closing date for advertising is five weeks preceding 
date of issue. Bates are based on frequency at a per 
line per insert cost as follows: 

1x 2x 3x 6x 12x — frequency 
$75 $70 $65 $55 $40 — line rate 
SI .050 $960 $890 $770 $540 - per inch display 
Ad rmmmums solid set, 3 lines 
display. 1 inch 



APPAREL 



FREE SHIRT ' FREE LOGO 
Free Embroidery * Six shins }u$t $125! 
www. queenstaoro.coTTVnb 

SUSPENDER WEARERS! 
FRUSTRATED WITH CLIPS THAT CONSTANTLY SLFP OFF 
YOUR PANTS? Our suspends feature patented 'no-sftp dip" 
Money Back Guarantee Brochure/Order 800700*45 16 



IMAGEWEAR 
FREE LOGO, FREE EMBROIDERY 


Classic Denim Shirts as Low i 


qtH44 

Free Catalog 
j Features: 

Caps, Jackets, 
Sport Shirts 
, & More 

| 800 

[ 670-3050 

' Fait 

(5101781-3906 




AUTHORS 



NEW AUTHORS 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED 

Ficlion, Biography, RoUjiuutt, Pnrlry, Children's 

ALFTHORS WORLDWIDE INVITED. 

WRITE O* SEND YOUft UAr J •>', fe>" TO 

MINERVA PRESS 

1 Olfl SWC>MP:ON NOAD, LONDON W? 1UQ. OMOlANrj 



BOOKS/PUBLICATIONS 

JolesDoctors AAogazine 

The world's best ideas to boost 
your sales, delivered to your 
desk every Monday - FREE! 
www. sales doctors, com 



BOOKS/PUBLICATIONS 



MANUSCRIPTS WANTED ALL TYPES 
Publisher with 75-year tradition "Authors Guide io Subsidy 
Publishing; 1-800-69&4589. 



BUILDINGS 



Steel Metal Buildings, deleted to (cbsite. build it yourself 
and SAVE $$$$$ Marty sizes available call with your spec- 
rttcaTbns Today 800-438^2 1 ? 

SI E LL til HLDiNGS From HERrTAGE- delivered to your 
joosite ready to ball together 5000 sizes, build it yourself 
and SAVE Call with you building $#e 1 800-643- 555S- 
Hentage Buildmg Systems. POB 470. N Utile Rock. AR 
72115-0470 



FACTORY DIRECT TOP QUALITY, STEEL BUILDINGS & 
SAVE COMMERCIAL FARM ETC , EASY CONSTRUC- 
TION, COMPUTER DESIGNED, GUARANTEED. FOR 
QUOTE - 1-B00-494-2323. 



BUSINESS FINANCING 



THE CAPITAL NETWORK introduces investors to serious 
emerging growth companies For more information CALL 
512*305-0826, 



CASH FOR INVOICES. Accounts Receivable Financing lo 
S2.000.000. Direct lender with offices nationwide AetcFuOd 
Financial. Approves by phone 1-flOO- 747-4 AFf(4234). 

ACCOUNTS RECEIVABLE FINANCING Outsource credit 
department 11 years in business National Factoring 
Services. 1-300-253-6700 http://wvw,taaofsjTet 

FREE CASH GRANTS! Business StarVEapansion, 
Education Debt, Personal No Repayment I FREE 
INFOPAK 1-619-291-7679 



VENTURE CAPITAL AVAILABLE No minimum Fast 
approval CaH Arizona Professional Associates. LLC at 602- 
272-0300 or tax overview to 602-272-7033 



MONEY SUPERMARKET' 
Loans- Any Reason, Any Amount 1 Credit No Probleml 72 
Hour Processing! Brokers Needed 1 800-399-7197 X31 1 , 

NATIONAL LENDERS eagerly seeking new funding pro- 
jects Commercial and Venture, £250,000 and up Call Toil 
Free recorded message (888) 652-7749. 24 hours 



ACCOUNTS RECEIVABLE FINANCING Working Capital 
I company buys current, commercial receivables tor 
immediate Cash Fast tundino/tow rate* 800-899-3836 

EXPORT FINANCING ALTERNATIVES Equipment Loans. 
Cross-Border Leasing. Project Finance i Export Credit 
I Insurance; Latm America. Pacific Rim. Mexico & other 
emerging foreign markets call Adirondack Leasing @ 600- 
678-7342. Fax 518-463-0144 



BUSINESS OPPORTUNITIES 



RELOCATABLE BUSINESSES 
Acquire established, ongoing businesses you can relocate 
to your area Mail order publishing, distribution, light manut 
other movable businesses for sale For a tree sample report, 
write Ihe Relocatable Business newsletter. PQ Box 22D214. 
Great Neck, NY 11022-0214 or call 1-8Q 0 448-BS67. 

$100,000 SELLING BOOKS BY MAIL 
FREE CATALOG 
WE DROP SHIP 1 -600-550-9979 or 7 1 4-638^658 



BUSINESS OPPORTUNITIES 



INTERNATIONAL PARTNERS- f earn $350 000 + + yt 
(doc,) running my intl bus from my ocean view home. 4 
need 4 working partners PT/FT US. +35 nations (714) 
72S-50S424hr msg. 

LET THE GOVERNMENT FINANCE your small business. 
Grants/loans to $800.000 00. Free recorded message. 
707*449^600 (HSi?) 



CASH! 

HOLDING A MORTGAGE ON PROPERTY YOU SOLD 0 
SELL FOR CASH1 NATIONWIDE 1-800-862-2744 



CONSULTANTS. Conduct popular professional seminars Natl 
Qualification Training Free into, Carlson Leaming^Paiormax 
Field Mgr. Iris Randall 1 ■6 00-945-9140 NYC 

AMERICA'S FOREMOST MILL IONAIRE -MAKER REVEALS. 
"ThB easiest, tannest, satest. most rewarding business I've 
ewnin'FRg recorded message 1-888-573-5201 

*" OWN YOUR OWN BUSINESS*" 
ALL TYPES SIZES AND PRICES SOME WITH TERMS 
ABC 71^5402200 OR WWWB1ZSALECQM 



1996 Franchise Annual Directory Descrfees 3.975 businesses 
$39.95 inclusive Money back guarantee INFO FRANCHISE 
NEWS. 7285 Center Si , Lewfiton NY 14032 1-888336-2665 

AFTER RESEARCHING HUNDREDS OF OPPORTUNITIES 
famous finance! advisor Robert AJeri shares FREE advice 
on starting The Ideal Home Business. 1-8OH990t79. 

BUSINESS & COMMERCIAL LOAN ARRANGED 
$50,000 UP WRITE DOZER. T305 KRAMEFIA ST. DENVER 
CO 80220 



TRUCKING BUSINESS FOR SALE 
Established in 1980 - Dump Truck Operation - Road Building 
& Protects. Located near Tampa Ft Call 813-966-1 156. 

Buy Foreclosed and Distressed Property 

Use OUR Money Split Profits 
Complete Training. Free into, (732) 82 1-22t9 

SEEKING ENTREPRENEURIAL MINDED INDIVIDUALS 
Rapidry growing wellness company gain control of your 
future. Call 300-560-2723 to obtain samples. 

INVESTORS NEEDED » expand existing gasoline cbstnbu- 
lorship & Cstore co Located in the Morehead City, NC area 
Can David 919-726-1 161 Day. 919-728-2666 Evenings. 

MAKE MONEY WITH A FAX 
Starting irtcome $4,500Ymo sending taxes to physicians 
from your home or office. 800-777-2565 Eti NB4 
http/rwww medafax com 

CAPITALIZE ON CRIME 1 Earn amazing profits on full Ime ol 
crime prevention products thai sefl like crazy 1 Free whole- 
sale catalog 800-735-1797. POB 10154. #NB. Yakima. WA 

96909 — i- 



CAREER BURNOUT* HOME BASED HEALTH BUSINESS. 
EARN SERIOUS RESIDUAL INCOME ON A FKRT-TIME 
BASIS NO RISK. NO REJECTION FREE RECORDED 
INFORMATION 1-8Qr>925-2494 



MEDICAL BILLING 



■ Wort irom Horn* of Office ■ UtitattrtwJ Income Pat«ih*l 
m Mm me IncHtttry LmhMt w#t om 
J700 8Wng Content Nnttonwido 
Extensive Sites and Sortwane Training and Support 
taafrmni $4,995 ' SB. 495 Financing Avatatjfe 
ISLAND AUTOWATED MEDICAL SERVICES. INC. 
800-322^1 1 39 nit 17$ t www Imtit-kncEttn 
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BUSINESS OPPORTUNITIES 



MONEY MAKING MACHINE* Curbmate machine installs 
beautiful concrete lawn edging Customers lav© this new 
product Amazrng profits from this simple cash business. 
801-262-7509 

MEDICAL BILLING Starr your own business. Process 
health insurance dawns electronically. No experience 
required Excellent income potential Investment $4995 - 
$8995 Rnangng available. NCS 800/207-371 1 ext. 370. 

OVERWEIGHT? UNDER FINANCED 7 
Businessman with excellent track record m networking has 
help lor you. Urrntea investtneni. win nigh potential return. 
References available Free info on Bus breath!akjng plan 
Cafl Dave or Sheri at 1 -8C032&M231 or Fax 602-864-8285 



TAX FREE NEVADA 



You have undoubtedly already learned of the great ben- 
efits of incorpomtJng in Nevida. Now team about our low- 
cast incorporation and valuable support cervices for small 
businesses. Wyoming and offshore services too. 
FREE INFORMATION. CALL TODAY! 



Carson Registered Agents, Inc. 
TOLL FREE (888) 330-4020 
www J nc-amer icaxom 



$350,000+ + Potential Annually 
FROM HOME 

Making Calls to 4 Pre-Qualified Prospects 
Per Day Closing 5 $7500 Sales Par Month 

OntHime start-up of less ttan S10K Tyw year olct global com- 
pany, break -through product and nwke! structure Wdrk (rem 
wflerewer you nafc phone, lax. Complete training. No irrvsmory 
or selling experience reauired. No meetings, not MLM 



FREEDOM ASSOCIATES 



rind mil more now 
I -nSi n ih x Us X^JS" lor 2 + ln>ur I minute 



BUSINESS SERVICES 



NATIONAL TELEVISION MARKETING 
Market your produci or service on TV Affordable Turn-Key 
or Joint-Venture Options 600-215-9987 

YOUR COMPANY LOGO IN BRASS 
kr-prfr^-r/e ivail logos c f bratiS rJlKEWiS or 0Kg O0H errix-- 
live finishes Free estimates METAL LOGOS, INC 800846- 
LOGO(5646) FAX 402-339-2311 

IhCOfTFGfWE YOUR BUSINESS - ANY STATE' Delaware 
incorporations instantly Professional service. We invite 
comparison. MOVjsa/Amex CorpAmenca Inc ! 888-736- 
4300, 302 736-4300: Fax 302-736-5620 
hltp7r^ww.cotT)arTieri»jcam 

Stickers! Labels! Decays! Logos' 

Badgeriand makes cusscm labels tor your products. 

For a free brochure (414)877-2156 

E-mail' info®badger1andproo\Jcts,oorTi 

http:/toww Dadgerlandproducts com 



INCORPORATE YOUR BUSINESS 



Incorporate by Fax, Phone or the Internet! 

✓ Guaranteed lowest price* ✓ All 50 states and off shwe 

✓ Freerwme searches ✓ No legal fees 



For fl£i bfornurJofi. call Business filing. Inc. toll free if 
fUOOl 98 1 -7 183 oi incorporate on die fciemet *t www.birfilln^tom 



BUY H WHOLESALE 



GENERAL MERCHANDISE - 29.431 Products Afl Types 
Lowest Prices ro Retail Mail Order & Flea Market Sellers 
Write Cresico-NB84 666 Mam Si , Wilmington, MA 01887 



BUY IT WHOLESALE 



Buy 39.457 PRODUCTS, DIRECT from FACTORIES 
In Taiwan, HKong. Philippines, Mexico 1 Save 500% - 900%! 
Echcmark, Box 739-NB48, Shalmar, FL 3257945739 USA 



BUSINESS SOFTWARE 



AUTOMATE YOUR BUSINESS MTh the MIcroBiz Business 
Controller Its an easy lo use point of sale package for 
Windows 95 or NT. Y2K compliant Call for a FREE catalog: 
800-894-6789 or visit us on the web at: www.mtcrobfz.com 



Mi lilt Wc rManagpr 



Titsjfi^— MOM CTvn m orrvtlrtnn nm iKeA k* iwdrr ukmjE It pht*w. mad fmi tta 
WU «Hik tt'tb ip v** u«* itf,mi*fck Wmkvn pta^un l"hc *\ rib* 

i Ji today hr i htv brochure or to ofiJrr 0141 1 umplrk fJrtirtmrwion Kit! 



CALL CARDS/LONG DISTANCE 



90C M1N LONG DIST NO FEES NATIONWIDE INTER- 
STATE. No starting fees. No monthly fees No contracts 
Major Carrier RberdigitaJ None better 800-564-4348. 



CARPET 



t -800-545-5815, TC INDUSTRIES. Shop no more, the deal 
you want, we've got. All name brand carpets - vinyl - hard- 
wood. Free samples on the hottest Duponl Stainmaster™ 
Nylons, 80% savings. 

CARPET VINYL WOOD FOR 25 YEARS THE TOP BRANDS. 
THE LOWEST PRICES, CHURCH, HOME OR OFFICE. WEST 
CARPET INDUSTRIES, D ALTON, GA 800-247-3707. 

BECKLEB'S CARPET "Since 1949" 1-8COBECKLER 
Carpet, Vinyl. Hardwood. Area Rugs. Samples upon 
request. Wholesale Prices. Warranted. Cash/Cinarge Card 
DaJton. GA. 



CATALOGS 



THE MOST TRUSTED SOURCE FOR OAU 



DALI 

CulHmt Rare Limited tffillnn* 

from S CO 
Call For Catalog 

1-800-999-DALI 

or |31C} 7*S-13*0 



SILVERSTATE FINE ART 



CREDIT CARD PROCESSING 



SUPEFtCHATOE YOUR SALES - ACCEPT CREDIT CARDS! 
Lowest rates, No montnly mmimums Unbeatable service. 
Cash m on those holiday shoppers by calling 
800-981-2828 for FREE application worksheet 



EDUCATION 



Ph D's $149 M A S $119 75, BA'S $89 75 
FREE INFORMATION, call 1 800-68^5102 or 

PARALEGAL GRADED CURRICULUM Approved home study 
Most affordable & comprehensive 100 yrs of legal training 
FREE CATALOG- 1*8006^6-9228 BLACKSTONE SCHOOL 
OF LAW PO Box 701449. Dept NB ; DaBas, TX 75370. 

EARN YOUR BACHELOR'S. MASTER S AND/OR DOC- 
TORAL degree by distance learning No residency 
'equired Southwest University 2200 Veterans Blvd.. 
Kenner LA 70062 (800) 433^5923 Fax 504-468-3213 



EQUIPMENT FINANCING 



HARDIN EQUIP. LEASING - LOW 9% & UP RATES 100% 
Flh^JClNO/OWNERSHlP ® LEASE END APPS BY FAX 
GET GROWINGS CALL 1-800^143-9604 MST. 



EQUIPMENT FINANCING 



PHONE-A-LEASE- S5K-S150.000 'No Financials Required" 
(Bigger Leases. No Problem* !| 4 Hour Approvals 
Computers * Phone Systems * Voice Mail * Trucks 4 Cars * 
Recycling Epl * Construction Equipment * Adirondack 
Leasing 800-678-7342 Fay 5184630144. 

EQUIPMENT LEASES up to $75,000. Application Only, 
24hr approvals, Rrst Credit Corp Ceil Brian at 1-800*326- 
4188 Ex! 3 FAX 904-479-3891 We Welcome Your 

Business. 

ADVANCED CAPITAL LEASING *We are a direct funding 
source for your equipment leasing needs. S2-I75K. 
For great service cell Bill at 1-888-5884.EASE 
vrvvw.adeaslng.ccrn 



FRANCHISE OPPORTUNITIES/SERVICES 



FRANCHISE YOUR BUSINESS 
With the leading consulting firm in the country. 
McGROW CONSULTING (800) 358-601 1 



jnchise 

your business! 

Can tar inform 111011 on franchising and 
Franchise Your BuVlnassI" seminars 
scheduled throughout the country. 

FfOllCOfP 

fpm; im >W f r4ic*J|# r Od ay.">* 'I I ( 1 "800*3 7 2-6244) H 0 



FURNITURE 



BUY DIRECT Iron Nonh Cerollna. furniture capital of the 
world. Shop and save In horns delivery, Over 400 manu- 
facturers to Choose Irom HOMEWAY FURNITURE COM- 
PANY, PO Box 1548, Ml Airy, NC 27030 (800) 334 9094 



COMING IN JUNE 



franchising 

HIGH-TECH MEETS 
FRANCHISING 

Call 

1-800-424-6746 

for information 
on how you can 
advertise in these 
special Franchise 
Guides 

Nation'sBusiness 

The St nail Bum wan Adviser 
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INTERNET 



Internet Commerce. TURN-K£Y Sdution for your business. 
Access Global Market. Increase Revenue. 1st consultation 
<s free. 888-332-8455 www ice-network.com 



INVENTIONS 



INVENTEGRATION® Breafclhrougn technology m develop- 
ing new products. Call Davison & Associates (or free infor- 
mation: 1-60O677-6382 



LEGAL SERVICES 



TRADEMARK SEARCHES $150. Appteaton Preparation $350 
Uxated30m»XJtesfraTiUSPatent4Tra[ternart( Office. 
Attorney Jay Honwte;(a00) 304*266 



Reach more than 
850,000 subscribers 
with your ad in 
Nation's Business 
Classifieds 
Call 1-800424-6746 
for more information 



LEGAL SERVICES 



REGISTEHED PATENT ATTORNEYS in Jackson Hole. WY 
provide quality patent & trademark services for individuals & 
companies nationwide via ma«" af affordable feed Fees. 
Flanagan & Flanagan 307-739- U28/Fax 307-739-11X for 
free into about services 



MARKETING 



PLASTIC CARDS for customer loyalty - all types at com- 
petitive prices ThicK/TTun, embossed. Mag strip. Barcode, 
Laser printable, smart cards. CaA/Fax for ssmptes and 
ideas CARD/FORM SERVICES 600-624-1821 - Fax 630- 
691-0576. 

INCREASE SALES and Communicate with Prospects, 
Investors, Suppliers and Employees. Custom corporate 
video production packages. Free quotes and demo tape, D 
S Simon Productions 212-727-7770, ask for Gene 
http /Ajvww dssimon.c^corp.nfjTi 



PRINTING 



FREE CATALOG of Business Printing Labels, checks, 
computer forms, etc. 100% Guaranteed Progressive 
Printing Co . Pept NB< Box 700029 San Antonio, TX 78270 



REAL ESTATE 



USE OUR MONEY AND WHEEL AND DEAL 
Residential, Commercial Property Acqutsrtions AND Operate 
your own mortgage corporatiorHtxp^ence unnecessary 
Consultation, joint venture, Credit Line, Wholesale financing- 
Nattanwide Opccrtunity 1 -€00220-2634. 



TELEPHONE EQUIPMENT 



AT&TCOMDl AL- INTERTEL-M£ R I DIAN-M ITEL 
NEC-NORSTAR-PANASONIC- TOSHIBA-TIE 
TFBLUUM-VODAVJ and much more TRY US 

TELETRONICS INC, e mail: TELEWIZ&AOL COM 



TRAVEL 



Ajr-No adv purch required S45OS550 R/T Most the U S 
on America West & TWA. Save hundreds of S over pub. last 
minute tares- Call Mad World Travel 1^8*290-0024 



WATCHES 




Timely 
Reminder 



Special Sampler Otter-Just 115,00 

For our <felu*e logo watch Never fade guarantee 
LftettmB warranty. Specify man's or woman's size 
Send your color logo on stauonery or business card 
and $15.00 per watch (plus sales tax m CA only). 
Limn 5 at this sampler price Order now 

- . , at 9 Cownn HCfJcJ - D«pl NB 

A \ I liliS B«rttapirfle. CA 94010 1204 

IMAGtS Ru 4lS-flflH73Q 



ADVERTISEMENT 



Your Small Business Mentor 



MAIL ORDER FORM TO: 
Nation's Business 

Marketing Department 
1615 II Street. N.W. 
Washington, DC 20062-2000 

Yiw! Scud Acfamn Srnvtwutr Small Huwwm 

Start Up 
D Book $l(L9r> t $4.50 s/h 
CD-ROM $39.95 + $4.50 a/h 

CA, D C & Mil rr«UkiiU odd i\p(N-u|iruiU> n*)** Uul 
Onfam nuLitrlr Uw LJ SLA. and Cwurfa, 

llijfl (*TT ptmitii-1 fjir «hi (i^i.i i|r frnnllir.K 

J Check enclosed puvabk* to Nation's Business. 
Bill my. □ Vfaa □ MC □ Amex 

Card# _ 



Exp Date 



j^gmttire. 



Name 



Company . 
Address 

City 



i Si. I" I Iknwil 



Only $16.95 

410 pages, softcoter fnntk 

1 ittnrlrrtk of short, awns*' ami 
highly iUiistrvteti entries. 

Only $39.95 

' CD-ROM 

The i ft term tiee tfuaie U 
running a small husitie^s. 



hi get instant access to streetwise 
advice on nearly every small business topic, including: 





Creating a dynamic business plan 
Getting the financing you need 
Finding and keeping customers 
Positioning products and services 
Getting big results from low- 
budget advertising 



Tapping the power of direct mail 
Boosting sales with inexpensive 
marketing efforts 
Managing cash 
Mastering accounting 
Avoiding legal trouble 



i , i 



Order Toil-Free! 1-888-333-0356 

Fax 1-202-463-5641 



February Poll Results 

Readers' Views 
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The following 
advertisers 
would like to send you free 
information about the products 
and services advertised in this 
month's Nation's Business. 



Please circle your selections. 
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American Century 


25 


Amerrtech 


33 


Blue Cross Blue Shield 




of Alabama 


37 


Cp^^na Aircraft Co 


22 


Computerland 


11 


Eagle's Nest Homes 


15 


Electric Education Call Center 


47 


GNC 
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Jani-King International 
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Lathem Time 


17 


MAACO 


16 


Meineke 


27 


Steamatic 


19 


Ryder Truck 


23 


Mrta Copystar 


29 


Wachovia 



Fill out this coupon 
if you fax your response. 



Name_ 
Title 



Company _ 
Address _ 
City 



State 



ZIP 



Mail la: 

Nation s Business. 1615 H Street. N.W. 
Washington, G\C. 20062-2000 
FAX to: 20Z'463-5636 



Lawsuit Dangers 



^Phe overwhelming majority of respon* 
I dents to a Where 1 Stand poll think friv- 
I nlous lawsuits are a problem, and most 
believe their business could not survive a 
lawsuit that cost millions of dollars. 

The poll, in the February issue of 
. Vr ttittn * B * fx lm fou n d th at two of three 
respondents had been sued over product 
liability, employment law, a contract, or 
some other kind of dispute. 

And an overwhelming majority Ijelieve 
that limits should be placed on the kinds of 
lawsuits a worker can bring against his or 



her employer. A similar-size majority wants 
people who file lawsuits to pay the defen- 
dant's legal fees if they lose. 

About four out of live respondents think 
there should be a federal product-liability 
law to supersede conflicting state laws. 

All but a small percentage of respon- 
dents believe that in states where local 
and state judges are elected, the judges 
should disqualify themselves in cases 
involving attorneys who have contributed 
to the judges* campaigns. 

Here ait* the complete results of the poll: 




Questions And Answers 



Do you think frivolous lawsuits are a problem? 

Yes 98% 

No 2 

Has your company ever been sued? 

Yes, in a product-liability case 18% 

Yes, in a dispute over employment law 17 

Yes, in a contract dispute 8 

Yes. in another type of case 22 

Never been sued 35 

Should plaintiffs have to pay your legal fees if they sue you and lose? 

Yes 97% 

No ^m**m* 3 

Should limits be imposed on the scope and dollar amount of lawsuits a worker 
can bring against his or her employer? 

Yes 93% 

No . 7 

Should a federal law be enacted to supersede conflicting state laws on the lia- 
bility of a company if someone using its product is injured? 

Yes 78% 

No , 22 

Could your company survive a major lawsuit that could cost millions of dollars? 

Yes . 5% 

No .82 

Don t know 13 

Should elected local and state judges be required to disqualify themselves 
trom cases involving attorneys who contributed to the judges' campaigns? 

Yes 96% 

No 4 



Where I Stand 



sines* April Hills 




P 



On Workers' Compensation 

Fraud in state-run workers* compensation programs, designed to pay employees 
while they recover from work-related injuries or illnesses, costs about $5 billion a 
year, according to insurance-industry sources. Although efforts to reduce fraud have 
increased in recent years, the problem remains. (See the cover story, "Fighting Fraud 
In Workers Comp," on Page 14. ) These questions seek your views on this issue. 

Results of this poll will be published in the June issue of Nation^ Brmnm and will 
be forwarded to administration officials and congressional leaders. Send the 
attached, postage-paid Reader Response Card. Or circle your answers and fax this 
page to f 202 ) 463-5636. 
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Do you believe workers' comp fraud 
is increasing or decreasing? 

1 Increasing 

2. Decreasing 

3. No recent change 



Do you think your state is tough 
enough on workers' comp fraud to 
defer it? 

1. Yes 

2. No 



Have you ever encountered workers' 
comp fraud in your workplace? 



1. Yes 

2. No 



If so, who perpetrated the fraud? 
(Check all that apply.) 

1 . Worker 

2. Medical provider 

3. Lawyer 

4. Other 

5. Not applicable 



5 



6 



7 



If you answered 'yes' 1 to Question 3, 
what did you do when you discovered 
it? (Check all that apply,) 

1. Ignored it 

2. Called the insurance company 

3. Discharged the employee 

4. Took other action 



What steps have you taken to reduce 
workers' comp fraud? 

1 . Talked to the insurance company 

2. Talked to employees as a group 

3. Distributed educational materials 

4. Took other steps 
5- Took no steps 



Has your state passed any workers 
comp reform law in the past three 
years? 

life 

2. No 

3, Don't know 



Send Your Response Today! 
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Family Business 



Forging a campus connection; dealing with a 
spouse's concerns. 



OBSERVATIONS 



A New Way To Reach Young People 



Bit SJtantn Xrlfnn 

0^ ome universities are com- 
mg up with a way to edu- 
^^cate students about— and 
^0 involve them in— family 
business by creating student 
family-business organizations. 

One of the trailbiazers is the 
University of Toledo with its PHtTOT1- * 
newly formed Family Business Student 
Association, which already has more than 
40 members. "We Ye growing at a pretty 
rapid rate," says Greg Filbeck, associate 
director of the university's Center for Fam- 
ily Business and faculty adviser to the 
group. 

In addition to trying to promote infor- 
mation about family businesses to the stu- 
dent body, says Filbeck, the group helps 
generate interest in a new major that the 
university is offering in entrepreneur-ship, 
family business, and small business. 

The Toledo student group has just 
launched an internship program to pro- 
vide members with work experience in 
family firms. The students also are invited 
to attend sessions of the university's fam- 
ily-business forum, an ongoing educational 
program for members of family-owned 
firms. 

The Toledo club also helps students 
w ith career planning, and the group spon- 
sors on-site visits at family-owned compa- 
nies, including opportunities to meet with 
top executives. 

At Tulane University in New Orleans, 
the 20 or so business-school students in 
the still-organizing Family Business Club 
also participate heavily in that institu- 
tion's family-business forum. They not 
only can attend programs with the busi- 
ness-owning forum members but also can 
submit questions in advance of meetings 
so that speakers know what the young 
people's concerns are, The Tulane students 
are exposed to topics such as family meet- 
ings, sibling teams, and developing entre- 
preneurial values in children from affluent 
families. 

How do the members of the forums feel 
about the students' participation? 




Louisa W. Frederiksen, assis- 
tant director of the Tulane Fam- 
ily Business Center, says its 
members "enjoy having that 
fresh perspective of the eager, 
inquisitive young mind involved 
in the breakout discussions and 
in the interaction of the forum. 
Its also very good for Tulane in that it really 
gives them more of a feeling of being associ- 
ated with an academic institution." 

A family-business club can help students 
understand issues such as "how you might 
be viewed by other employees in the com- 
pany who aren't family members" and how 
tu deal with extra pressure plat ed on fam- 
ily members, says Marshall Farrer, a 
member of the Tulane club. 

After Farrer receives his MBA in May, he 
will become the fifth member of the fifth 
generation to join his family's business, 
Brown-Forman Corp. The diversified com- 
pany, based in Louisville, Ky., is known for 
brands such as Jack Daniels whiskey, 
Southern Comfort liqueur, Fetzer Vine- 
yards, Lenox china, and Hartmann lug- 
gage. 

Willi the explosion of family-business 
centers across the country — close to 100 of 
them, according to the Family Firm Insti- 
tute in Brookline, Mass. — Filbeck says 
more student groups are inevitable/' He 
foresees a time when there will be a na- 
tional student organization tying the local 
organizations together. 

In my view, the student clubs make it 
possible for adults and young people to 
learn from one another and take what 
they learn home to their (two family busi- 
nesses. The members of the student orga- 
nizations are not members of the families 
whose firms are represented in the uni- 
versities' forums. Thus, there's an emo- 
tional neutrality that may not exist when 
two or three generations within the same 
family get together. In other words, it's a 
safer environment for different genera- 
tions to raise issues about family business 
and get each other s perspective, 

Way to go, Toledo and Tulane. ■ 



MARK YOUR V 
CALENDAR «T 



April 9, Allentown, Pa, 



^Creating Effective Boards for Family 
Businesses" is a morning session con- 
ducted bv Miigh Carlxm Community Col- 
lege, Call Lois Yeakel at LCCC's Family 
Business Center at 1 6 li I > 799- 1703. 



April 9. Westport and New Haven, Conn. 



"Succession as Structural Change: Prepar- 
ing for Siblings and Cousins to Take 
Charge" will be offered in the morning at 
Westport and the evening at New Haven. 
Call the University of New Haven Center 
for Family Business at (203 1 932-742 1 . 



April 16, Randolph, Mass. 



"Discussing the Undiscussible" features 
speakers affiliated with the Harvard Ne- 
gotiation Project Call Paul I Karof skv at 
tile Northeastern University (-enter for 
Family Business at 1 781 > 320-8015. 



April 17, New Orleans 



'The Art of Managing Family" is a pro- 
of the Tulane University Family 
Business Center; call (504) 862-8482. 



April 22, Indiana, Pa. 



"When It's Not Business As Usual: Over- 
coming Personal Challenges" is a program 
offering of the Center for Family Business 
of the Indiana University of Pennsylvania; 
call C indy lannarelli at (412* 221-8924. 



April 22. Beaverlon, Ore. 



A "Succession Workshop" sponsored by Ore- 
gon State University will cover- leadership, 
ownership, and relationship issues. For ad- 
ditional dates, call l*HW-8r)i)-7G0&. 



April 28, Cleveland 



An "Introduction to ESOF" workshop em- 
phasizes using an employee stock owner 
ship plan to provide continuity in closely 
held companies. For additional dates and 
locations, call the National I 'enter for Em- 
ployee Ownership at (51G) 272-9461. 



April 28. Columbus, Ohio 



'The Perils of Paulines Family Business, ' 
an interactive drama, will be offered by the 
Franklin University Familv Business Cen- 
ter Call (614) 220-8927. 
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Case Study: The Interfering' Wife 



When Marie Barone expressed concern to 
her husband, John, the president of 
Barone's Fuel Oil, about the recent hiring 
of a female assistant dispatcher, he ac- 
cused her of interfering. "Marie* he said, 
"you do a great job with the l>ookkeeping, 
but please— what happens on the floor is 
my business" 

Marie had not told John that a few 
months earlier, Jessie, the new assistant 
dispatcher's predecessor, had come to Marie 
with complaints about her boss, Dennis. 
Jessie could hold her own with the drivers, 
but when Dennis made inappropriate re- 
marks to her, she felt overwhelmed. 



1 



Chief dispatcher since the company was 
founded, Dennis often came m early on 
snowy mornings and weekends to make 
sure the trucks departed. Everyone knew 
that John really depended on Dennis to 
keep the trucks rolling. 

No one, including Marie, felt comfort- 
able complaining about Dennis to John. 
Marie suggested that Jessie deal with 
the comments directly, being clear with 
Dennis about her discomfort and the in- 
appropriateness of his remarks. The ad- 



UUfTBATm illOV T>OUM 



Protect The Company 

Dennis is a key employee at Barone's Fuel 
Oil. He's dedicated and loyal and runs an 
important part of the business capably. His 
attitude about female employees is woe- 
fully out of date, however. He apparently 
considers women "cheap labor," and he 
treats them that way. 

Marie has good reason to worry that 
Dennis will drive off the newly hired fe- 
male dispatcher: History is a good pre- 
dictor of behavior A potential discrimi- 
nation suit could result from his actions, 
but John, rather than Marie, will have a 
better chance of in- 
fluencing Dennis 1 be- 
havior. John must talk with Dennis. 

Marie needs to approach John again about 
her concerns. She should emphasize that they 
have nothing to do with wanting to interfere 
with his work but have everything to do with 
"our business" and its well-being. They have a 
joint responsibility for identifying and fixing 
business problems when they occur. 

Accordingly, she should encourage John to 
have a private discussion with Dennis; she 
can be certain that Dennis will listen to her 
husband. John must explain to Dennis the 
company's rationale for hiring women and 
tell him that the com- 
pany cannot afford for 
him to run oif good fe- 
male employees. Ha- 
rassing women not 
only is illegal but also 
deprives Barone's Fuel Oil of competent, 
committed employees. 

There is an excellent chance that 
Maries concerns will be heard and acted 
upon by John because she is not mereh 
criticizing an employee but is teaming up 
with her husband to protect the best inter- 
ests of their business 





John J. Fit:- 
pai rick afam- 
ihf-buxnn'xs con- 
xnltnnt with the 
Family Bmi- 
ttt s,s Rest mm 

Center in 
Topcka, Kan 



This series presents actual family-business 
dilemmas, commented on by members of 
the Family Firm Institute and edited by 
Paul I. Karofsky, executive director of the 
Northeastern University Center for Family 
Business in Dcdham, Mass, identities are 
changed to protect family privacy. The au- 
t hoi's* opinions do not necessarily reflect the 
\ lews of the institute, Copyright © by the 
Family Firm Institute, Brookline, Mass. You 
can comment on this case study on the 
World Wide Web at ii'tru\ffi.ont. 



vice worked for a while, but Jessie even- 
tually quit. 

Soon afterward, Marie overheard one of 
the drivers suggest that Jessie's replace- 
ment be a man* Marie was stunned at 
Dennis' response. "This company would be 
better off with another gal," he said. "We'd 
have to pay a guy more money— head of 
household and all that.' 1 

Now Marie is worried. Does Jessie's 
fate await the new female dispatcher? Is 
Dennis' bias against hiring a man a po- 
tential liability for the company? "How 
can 1 get John to understand my con- 
cerns?" she asks. 

Resp onse 2 

Use Business Terms 



Mane, your womes at>out hiring a female 
dispatcher have two components: the com- 
pany's potential liability and the conflict with 
John regarding your role in the company 

As the company bookkeeper, your re- 
sponsibilities are defined As a family 
member in the business, however, your 
role is less clear. Such ambiguity is par- 
ticularly common in family businesses. 
John's response to your concerns sug- 
gests that he defines your role only as 
company bookkeeper. 

Your first goal, then, in raising this issue 
again is to clarify your 
role. You need to make 
it explicit to John that you want to share in- 
formation about Dennis' treatment of Jessie 
so i hat the company can be protected against 
the risk of a law T suit You need to emphasize 
that you are not undermining his authority 
but rather want to facilitate a better-in- 
formed management decision. 

When speaking with John about Dennis* 
views on paying women less, be cautious about 
positioning yourself as the moral authority for 
the company Don\ imply that he or the com- 
pany might In- deficient in th.it regard. 
Rather you need to suggest that the assis- 
tant dispatcher is im- 
port, mt to I he cone 
pany and that 
retaining a good per- 
son in the job has a l«>t 
tomJine impact, lb 
avoid putting John on 
the defensive, couch 
your views in business terms and use lan- 
guage thai emphasizes your concerns as ri 
businessperson. Don't blame. 

Finally, recognize the limits of your ef- 
forts. You can hope to influence John but 
noi control his actions. 
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Rtuixtm (1. Fctn- 

IhMX}, u sac til} 
icorkcmnd con- 
sultant in Cleve- 
land and a prin* 
rijxil in Fat um<, 
a practice that 
advises clients on 
the psychology of 
money. 



Nation'sBusiness 



Generate Business Success Through 
Advanced Planning and Management 




U)-ROM 

$99.00 

plus $6 s/h 




f ompuler disk 
t i I '2 Windows) 

$69.00 

plus S6 s/h 



The difference between a money- 
making idea and making money. 

Smart Business Start-Up 

Successful business is the end result of a 
glee* idea followed through with 
painstaking research, careful thought, 
detailed planning and successful 
implementation. Smart Business Start- 
Up simplifies this process bv guiding 
von through the four most Important 
steps of business start-up: researching 
markets, writing a business plan, 
incorporating a business, and locating 
capital. It provides tools far you to present 
your findings to business associates and 
investors plus tips on how to locate funding. 

Extensive library of leg^d farms 
and business letters. 

Smart Attorney 

Improve your bottom line by reducing 
costly legal lees. With Smart Attorney, 
you can perform your own basic legal 
tasks. With more than 3,500 forms and 
letters, Smart Attorney contains the 
most extensive collection of legal 
documents ever assembled. This 
software is specifically designed to cut 
overhead by performing basic legal tasks — you 
can start saving money today! 




Computer disk 
13-1/2 Windows) 

$99.00 




(3-1/2 Windows) 

$39.00 

plus SG s/h 



The BEST business plan program. 

Smart Business Plan 

The foundation of every successful 
business is a rock-solid business plan- 
arid we've made it fast, easy, and tool- 
proof. Just follow the simple steps to 
huild a plan that will impiess iwn Up- 
most critical banker or investor. 
Complete with professional-looking 
charts and graphs based on standards 
recognized throughout the industry. 
This software includes its own word processor, 
spreadsheet, graph generator, and sample 
plans. 



Work smarter, not harder! 

Smart Business Forms 

Smart Forms 97 is the most complete 
library of professionally prepared 
business forms ever assembled. Willi 
more than 2,500 powerful forms for 
almost even business need/ Smart 
Forms 97 is the quickest and easiest way 
to minimize liability and reduce legal 
costs. Ideal for small businesses wishing 
to project a corporate image. Plus, 
registered users can update their software for 
one year FREF. via the Smart Online Web site. 




Computer disk 
Li- 1/2 Windows. 
MAC) 

$39.00 

plus $6 s/h 



Over 100 essential tools you need 
to grow your business. 

BusinessBasics 

Provides over 100 of the most essential 
business documents, agreements, 
spreadsheets, checklists, forms, and 
templates to run any business. Includes 
tips, "how-tos," and guidance from 
expert sources, including legal, 
accounting, and marketing 
professionals, BusinessBasics will help 
you accomplish important day-to-day projects 
and tasks and is priced to be affordable for any 
business. 




i omputcr disk (DOS 

vI M, 3-1/2, Windows 
3-1/2, MAOand4()0- 
pajje reference guide. 

$89.00 

plus $6 s/h 



Publish your own manual 
and protect your company. 

EMPLOYEE MANUAL 
MAKER 

Stop problems before they occur bv 
creating a company-specific manual 
that details your policies, procedures, 
and lienefits. With over 141) ready-to- 
customize documents to choose from, 
you'll not only satisfy legal requirements 
when you give each employee a manual, 
you'll have better informed {and happier) 
employees and managers.. .and thai 
means a smooth-miming business. 
This is a must for anyone with five or 
more employees. 



CAM TCI 1. 1. -FREE 1-800-222-3393 OK I SI THE COUPON ON THE LAST PAGE 



Finance, Management, and Adyerhsing 




Computer dtilc | DOS 5-1/4, 
3-l/i WINDOWS M/2)and 
rcfcrcnu; book. 



$139.00 

plus V> s.-'h 



Increase your profits and 
cash flow, 

UP YOUR CASH 
ROW 

Entrepreneur version 

How much cash will you need 
next week, next month, or next 
year? II you've never had the 
time or the tools to project cash 
flow, here's the product for you. 
Just answer ibe questions on 
your screen about sales and 
expenses and out pops a 
complete financial plan in 
spreadsheet format. . .witln nit 
wasting time to set it upi You 
can spot trends, run what i! " 
scenarios, and always know 
your cash needs in advance. 



Employee 
Appraisg 



( omputtT Ukk (WIN IX >W% 
3- 1 fZ) wilh over 400 writing 
umi pies. 

$99.95 

plus Sfj y/ h 



Better employee eval nations. 
delivered in half the lime. 

EMPLOYEE APPRAISER 

Avoid t ommon performance 
appraisal mistakes that can get you 
Into legal difficulty... and ruffle' 
employee feathers. Developed by 
labor law experts, this computer 
based program chucks your 
documents for Inappropriate 
language and not only offers advice 
on how to correct it, but gives you 
access to hundreds of professionally 
written phrases and paragraphs iluit 
can be personalized for your needs. 
You and your supervisors will cut 
review writing time in frail 1 



P R O J E C T 

YAQkStart 

/ 




Plan big and small projects in 
30 minutes! 

Project KickStart (tm) 

The fastest, easiest way to plan 
almost any project. Whether you're 
launching a new product, starting a 
business, organizing an event, 
designing a Web site, *n producing a 
company newsletter, Project 
KkkStari will help you devise a 
strategy to get the results you want. 
I Iris easy-to-use program helps even 
the novice user develop a clear 
overview of the project and the steps 
needed to complete it successfully. 



Lfod yo* sta ff 



CD-ROM 

$39,95 

|»lu< S4.50 s/\i 



Lead your stiff to peak 
performance. 

Managing People 

Master the art of managing 
people and deve lop leadership 
skills. Learn how to increase 
motivation, resolve conflicts, 
coach effectively and manage 
difficult people. Includes two 
hours of video and commentary 
with lots of interactive exercises. 
This program provides all the 
tools you neea to manage people 
skillfully. 




< 0 ROM 

$39.95 

pint S4.SU s/h 



Create marketing strategies 
and advertising that gets 
results. 



lie your own ad agency! This 
program makes it easy for you to 
create your own advertising. With 
Dn-lt-Ynursclf Advertising, you'll 
walk thiough step by step 
exercises to develop marketing 
plans, create effective strategies, 
and produce ads that will get 
results. 




MEG 



< n ROM 

$39.95 

plut S4.SO s/h 



Includes 600 ready- to-select 
Interview questions. 

HIRING TOP 
PERFORMERS 

Effective hiring requires more 
than relying on a "gut feeling." 
To consistently hire top people, 
you need to use effective, proven 
techniques. Learn the techniques 
you can use to ensure that you 
jure the nght people without 
wasting any time. This program 
covers the classified ads to the 
interviews, Hie lacl-checking to 
tin sal arv negotiations and can 
Unprove your skills in any area of 
the overall hiring process. 



DO-IT-YOURSELF 
ADVERTISING 



( VI I IOII IK! I 1-800-222-3393 or vsh the; c:oupon on the lam page 



NStiOriSBllSillBSS <<< sroiMER Ser\ ice csn Managkmfat Skills 



Paul R. Tlmm Ph.D. 



powec 

OF 




Video. VHS Linly. 
Running time 4S minuks. 
Iru ludes companion 
audiotaswtte 
and workbook. 

$99.95 

plus S6 s/h 




Video. VHS only. 
Running time 42 minutes. 
Includes companion 
audiocauette and Supervisor's 
Handbook. 

$99.95 

pi liS V.- V ll 



Help your employees 
understand tlie secret to 
getting repeat business. 

THE POWER 
OF CUSTOMER 
SERVICE 

Customers often buy because 
of the quality of the service, 
rather than the quality of the 
product. Show employees 
how to deliver the service 
that creates satisfied 
customers and turns around 
^^^^^ m disgruntled cm t< >m ers . H e I p 
them deal w ith customers courteously 
even when they're under pressure. 
Demonstrate how to communicate 
concern and competence. Put your 
company on the inside track to consumer 
confidence. 



Proven techniques 
for getting results 
through others* 

HOW TO 
SUPERVISE 
PEOPLE 

Leadership is the ultimate 
challenge for any 
supervisor.., and often the 
key to an effective 
organization. Leadership 
requires skill, toughness, 
and sensitivity... and this 
acclaimed video shows you how to 
attain all three. You'll see how to use 
team building, delegation, and 
conflict resolution to hecomean 
outstanding supervisor. 




Video running time 
35 minutes. 
Includes companion 
audit k asset! e and 
workbook 

$99*95 

plUS M S/fa 



Companies with great 
customer sen ice 
survive and thrive. 

THE BASICS OF 
PROFITABLE 
CUSTOMER SERVICE 

Learn how to develop a caring 
attitude toward customers that 
brings them back to buy your product or 
service again and again. TTiis is must viewing 
for everyone in your organization because 
business success— short- and long-term — will 
be customer service-driven. Don't miss these 
valuable lips and techniques thai help you 
achieve greater profits, The video is divided 
into segments and designed to be used 
individually or with groups, 



A powerful customer 
retention tool! 

50 WAYS TO 
KEEP YOUR 
CUSTOMERS 

Fifty super techniques that 
keep your customers — and 
employees — happy. You can 
turn every customer into a 
lifelong client with this 
best Milling video workshop. 
Must viewing for owners, 
managers, salespeople, 
telemarketers, office staff— 
everyone who deals with customers 
in person or by phone. Segmented 
into easy viewing sections. 




Video. VHS only. Running 
time minutes. Includes 
companion audiot asset lc 
dud workbook 

$99.95 

plus S6 v7h 




Video running rime 
4M minutes. Includes 
companion audio- 
eassette and workbook. 

$99.95 

plus So s/h 




Create a cooperative, highly produc- 
tive team environment. 

Effective Teamwork 

Teamwork is what makes businesses 
successful. Ideas and decisions are 
generated within teams and not from the 
top down as in I lie past The Ll lei live 
teamwork video training program will 
show you: 

m What teams are all about and why they 
are important to your organization 

■ I low to write a team constitution 

■ How to develop ideas and make 
decisions 

■ How to run a team meeting 

Your entire work force will know how to 
maintain a cooperative, creative and 
highly productive team environment. 



Become a first-rate 
supervisor. 



THE NEW 
SUPERVISOR: 
SKILLS FOR 

SUCCESS 



Video running time 
tls minutes. Includes 

companion audio 

cassette and workbook. 

$99.95 

plus Sh s/h 



Here's everything you 
need to improve your 
leadership ability... make 
timely, effective decisions... manage change 
a n d time | >rc xl UCti ve I y ... co m m u n i ca t e 
effectively sn you can praise, criticize, and 
deal with conflict. ..build an effective work 
team... train people who work for and w r ith 
you... and enjoy your job! This is a career- 
building program. 



( ALL TOLL-FREE 1-800-222-3393 

OR USE THE COUPON ON THE LAST PAGE 



Business Planning, Safety, and Compliance 




Computer disk [Windows 
M ^ Window* 95), 
< Dund S.S" disks. 

$99,95 

plus 37,50 s/li 



Create a business plan 
in seven easy steps! 

BUSINESS PLAN PRO 

PC Magazine says: "No business plan 
software can makli lUistness Plan 
Pro. " I his amazing si it t ware provides 
the formulas, text, charts, and graphs 
for you to create a great plan. It's 
totally interactive. Just cut and paste 
from sample text or create your own. 
it includes ten plans that gui 
financing using this cxacl software. 
If you're a start-up, established 
business, or launching a new 
product, this is it! 



OSHA Guide 




1,039 i>ajie\. 

looSC-falf. 

\ rin^ hinder 

$189.00 

plus SH s li 



Workplace safety 
regulations and index 

1910 OSHA GUIDE 

This comprehensive referent, e 
guide contains the full text of 29 
CFRPart 1910, Subparts A 
through Z, plus Part 1903 
Inspections ami Part 1904 
Recordkeeping. It's prinied In 20 
percent larger type than the CFR, 
and it's tab-divided and indexed 
tor quick reference. 
Til is guide wi n ks hand-in-hand 
with theOMI \< onipliancc 
Manual. 




i ninjiutiT disk (Windows 
3*1 is Windows 95), 
CD A 1.5" ilisks 

$99.95 

plus $7.50 s/h 



Create a complete marketing 
plan in six easy steps! 

MARKETING PLUS 

Built-in text, spreadsheets, charts, 
graphs, and examples help you 
develop, manage and track your 
plan. Use spreadsheets to budget 
expenses and forecast sales* Then 
track your expenses, compare 
6 m asts against actuals, and 
measure your efforts. Includes 
software, user guide, marketing 
manual, and a sample plan. 




292 iKitfes, 
i-rinfi bimk r 

$139.00 

plus SH s/h 



Essentia) checklists for OSHA. 
EPA & other key agencies— 

COMPLIANCE AUDITS 

Saves time and money by 
providing a "snapshot" of facility 
compliana -through an easy-to- 
use audit program! It provides 
guidance on how to do a walk- 
EtfOund audit of your facility; lakes 
you through the' recordkeeping 
requirements; and provides 
information on OSHA and F.PA, 
including how they do inspections 
and schedule penalties. 



PrimeLifc" 
Guide to 
Personal Success 



If you're over 40 years old. 
here's ihe reference source 
voifve been waiting lor! 

PRIMELIFE GUIDE TO 
PERSONAL SUCCESS 



This powerful tool is your personal 
guide for evaluating the sew n kev areas 
of your life: health, finances, career, 
relationships, learning, recreation* and 
spirituality, (iive lilts spinal resource 
2*u pa>{t: hook material just a lew minutes a day, and you'll \w 
$ 1 2.95 ahJe to develop the objeL 1 1\ es. priorities, and plans 
plus $3.50 s/h ihal will impact and improve your life! 

jaj\££ Also receive — tif no cost — information on 

iiTlt VflUR " rt remarkable lYoncl iff benefits fun ko^c: 

)Ji\\Xs 1" discounts and Jails thai t on sore van 

QROtW hundreds or e\rn thousands of dollars. 




SafeJyPlan 

***** J BtaLkr 



Create a safe and health) 
workplace.-.Quickly and 
easily comply with OSHA, 
and avoid lawsuits! 

SAFETYPLAN 
BUILDER 



< nmuuler disk {DOS S- 
1/4. 11/2, Windows 
i- 1/2) and 126-page 

reference >:uidc-. 

$89.00 

plus Sfi s/h 



Here's everything you need to 
create a complete safety and 
health mai moment plan. Select 
vour industry , stale, and ivurk 
practices and SafetyPlan Builder 
will custom assemble vour safety plan 
manual tor you in minutes. 



CALL I OLL I RLL 1-800-222-3393 OK LSI 111! (Ol PON 0\ III! I \M PU.I 



NationsBusiness 



Customer Service and Finance 




four videos. VHS only. 
Running time 212 
minutes. Includes 
40-page workbook. 

S299.95 

plus $6 s/h 




Video running time 
3 hours S3 minutes. 
Includes tour videos 
and companion work- 

boolL 

$199.95 

pint v s/h 



Quick sen ice doesn t 
hat e to mean poor 
service. 

HOW TO GIVE 
EXCEPTIONAL 
CUSTOMER 
SERVICE 

See for yourself how easy it is 
to serve customers quickly 
hut Ntill leave them feeling 
pampered. Watch how easy it 
is to enforce company 
polity without turning off 
customers. This video series 
will help you make every customer 
contact more pleasurable and profitable; 
you'll build a base of customer devoti* >n. 
loyalty, and repeat business. 



Build customer loyalty 

DEVELOPING 
A CUSTOMER 
RETENTION 
PROGRAM 

To keep customers coming 
back for life, you need to 
create customer loyalty... 
which doesn't come from 
merely satisfying them. Ii 
COCies from building emotional 
partnerships. Learn how to ferret out 
customer likes and dislikes and how to use 
that information to shape your 
service... and learn how to handle repairs, 
refunds, and complaints to build business. 



WW v ™ , ' 

L 



Get off on the right foot! 

HOW TO WRITE 
A WINNING 
PROPOSAL 



Video running Unit.' 
I hour 31 minutes. 
Includes two videos and 
companion workbook. 

$149.95 

plus S6 s/h 



Whether you've written 
proposals or not, each one 
presents a new, difficult 
challenge. With this program, 
you'll learn how to take any 
idea, shape it on paper, and give 
it the visual impact that gets 
attention. You'll learn how to organize 
your material in a logical, reader-friendly 
way. And you'll learn how to avoid the 
turn-offs that can doom your proposal 
from the start. This video will help you 
deliv er powerful, well-written proposals! 




Four-volume video set, VHS 
• Mils Ituiminjj him I hours. 
sH minifies Includes t2-|>ii«c 
workbook. 



$199.95 

plus $6 s/h 



See things from the 
customer's point of view 
and increase sales, 

HOW BUYERS LIKE 
TO BE SOLD 

A remarkable video cm use that 
helps you get inside your 
customers' heads! Learn exactly 
what they're thinking and how 
you tan create sales techniques 
and strategies they won't be ahle 
to resist. 1 hscovcr what gets a 

buyer's attention, what turns him 

oh" what makes fu r say V I S! These 
powerful tapes will boost your 
sales. 



If you need to learn about accounting, finance, 
and budgeting. . .here are the answers! 

FINANCE FOR NONFINANCIAL 
PROFESSIONALS 




Make more confident and 
well-informed decisions 
in money matters. Deltvei 
analyses and reports thai 
demonstrate your control 
of your business. This 
exceptional video series 
helps you learn every 
basic nuance of finance, 
including accrual vs. cash 
reporting; direct and fixed 
costs; tests for liquidity 
leverage, and solvency; 
revenue projections, and 
more, 

three 

2 i 1 minutes. lr 

$249.95 

plus S6 s/h 

Everything you need to 
build budgeting know-how! 

PRACTICAL 
BUDGETING SKILLS 
FOR MANAGERS 

The budget process doesn't 
have to he bat k- breaking work. 
I earn how to build valid 
assumptions upon which to 
base your financial decisions, 
videorum; -, Gain a thorough understanding 

.1 hours minutes. of the cash-Mow process. Build flexibility 
In, hidi-s four videos ami m tu vour hudeet so vou can react qukkh 
^7 7o n - VV ' to financial forces. A well- 

5249.95 prepared budget is a vital management 

pliutfii/h | nn ! i 




CALL TOLL-FREE 1-800-222-3393 OR LNE I HI C OUPON ON THE LAST PAGE 



ORDER NOW! CALL TOLL-FREE 1 -800"222"3393 




308 expert letters 
that generate sales 
and profits. 

SALES LET- 
TERWORKS 



No matter what your 
business is i >r whom 
you're trying to 
convince, you'll find 
the perfect letter for 
vUtualry every selling situation, t <dl up 
customizable letters that cover every aspect 
oi si_ j l hi it;: creating repeat business, 
opening doors, dealing with customers, 
responding to objections, collecting 
money. 

< miipnter disk (DOS S-l/4, M/2, Windows i 
1 12. \1 \( I and 372-pdge IkioK (308 letters) 

$79.95 



BUSINESS 
LetterWorks 



400 professionally 
written letters lor 
all areas of your 
business. 

BUSINESS 
LETTER- 
WORKS* 

It you've ever had to 
apologize for an 
employee's rudeness, make an inquiry to a 
venture capital firm, collect an unpaid debt, 
or any number of even day situations, then 
M us software will simplify your life. Call up 
letters covering advertising, suppliers, 
internal communications... every possible 
business situation. 

Computer dfek (DOS 5-1/4, 3-1/2, Window* 
i 1/2, MM i and 47U pam - h* K .k <4<M» letters] 

S 79.95 



u 



PERSONAL 
Letter Works 




plu> S6 s/h 



•hHHtcrly tt'ttfiM'ttris 



400 customizable 
letters for your 
business and per- 
sonal life. 

PERSONAL 
LETTER- 
WORKS 

Be prepared for every 
imaginable situation, 
ranging from touchy, feelings-oriented 
issues to hard-nosed "this-i s-t he-way- it V 
going-to-he'" challenges. Never struggle 
again with a sympathy note to a colleague 
or friend, or a hard-to-resolve dispute with 
an uncaring banker or vendor, or how to 
gay "Thank you/ or "J appreciate you/' 

( omnuter disk (DOS 5-1/4, Windows 
3-1/2, MAC) and 470-page book (400 letterM 

$79.95 

plus S6 s/h 



NationsBusineSS Order Form 

Send in: Marketing Dept., 1615 H St., N.W., Washington. D,C 2lXK>2-2lXX) 

Your Order is 100% Satisfaction Guaranteed 
or Your Money Back Within 30 Days 
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NAME OF PftUOM 1 


« mi 


\ H 
COS! 


1*Kt€ 1 


itUSINESS PI .ANNINl. & MANAGEMENT 




Sm;m Business Start- Up 


$99.00 








Smart Business t'Un 




S6.fK.i 






Smart Attorney- 


$694)0 








Smart Business Forms 


$39*00 


$6.00 






Business Basics 

□ Window* 3-1/2 DSfAi 


$39*00 


$6.00 n 






Kmp loyee Ma n ua 1 M a ke r 

DOS 05*1/4 D Wimlwi^ 1< 1/2 fJMV 


SHU fM» 


$6.00 






Business I'Uiri I'm 


SWiS 


S/.so 






Marketing Plus 


S99.9S 


S7..S0 






I'rimel.ite t iuidy to IVrsonai Suvcess 


>I2 95 


SEsO 




BUSINESS SAEI IV k( OMPI 1 AM 1 




191 U OSHA cuide 


M 89,00 


VS IK; 






• ompltance Audits 


$139*00 


58.00 






SafetyPton Builder 


$69.00 


$6.00 




( USIOMI.R SERVICE N M AN At » EMI NT S 


KILLS 






The Power of Customer Servke 


$99.95 


$600 






50 Ways to Keep Your Customers 


$99.95 


$6.00 






How to Supervise People 


S99.9S 


5/i.fM> 






Effective Teamwork 


$99 95 


$6.00 






t he Bastes ot Profitable CuMomer Serviu* 


$99.95 


$6.00 






The New SiiiK rvism: Skills lor Success 


199.95 


56.00 




FINANt E, M AN HrEMENT, «t ADVER TISI? 


JG 






Up Your Cain I low 'Entrepreneur version) 


si w.oo 1 


$6.00 






F*roject KlckStart (Windows) 


SV9.95 


$7D0 






[>u-It-Yourself Advertising (CD-ROM) 


$39.95 


S4,5f) 






Employee Appraiser 


$99.95 


$6.00 






Managing People (CD-ROM) 


$39,95 


S4.50 






Hiring Top Performers k li ROM) 


$39.95 


$4. Ml 





ORDER TOLL-FREE 1-800-222-3393 
or fax 1-202-463-5641 



Ship To: 

Name 



Company . 



Address 



fAY» P.O. Htm y 



City 



StilTe 



/ip 



Telephoned 



(fwgtmra JorCndH I So **mi fttx (Wm/ 



Method of Payment 

□ Check or money order t m todted payable to Nation's Business 
J mil my credit card: □ VISA J Mask r< anl J At: 

Card # Exp, Date . 

Signature _ 
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CUSTOMEK M RVK I K FINANCE 




How To Give Exceptional Customer Service 


5299.95 


$6.00 






How Buyers l.iki- To Be S*>ld 




1 S6.IX!j 






1 vednpjiie. \< ustoiut'i Keientioti f'ro^riiin 


$199.95 


$6-00 






! inance |-oi NonflnundaJ Professlonala 


S249.9.S 


Vj.IR) 






How To Write A Wm ning Proposal 


SH9.9.S 


$6.1X1 






I'ratliLal Bud^el m>; Skills l«n Sj.irtjgns 


$249.95 


$6,00 




BUSINESS PI RSON Al SU< t I SS 




Sales LeirerV\ork\ 

fHiS 1 4 n i 1 2 , lSln4,l(iV>v H/J hV\t 


$79.95 


S'> <H> 






Busines> 1 ttk'rWorks 


$79.95 


$6.00 






Personal LetierWorks 

DOS DS-l/4 Ui-Hl nwjiKkn^, 1-1/2 DMAL 


$79.95 


$6.00 




< inK-rNtmtside si It i n I \l 
the U5.A and Canada fc ,nc*» t exAv 
add S2.W1 per DTOdu I CA, U.C, & MD SALES 1 AX 
for shippmK/htnullin^ liV( ^ 
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Making It 



Growing businesses share their experiences m creating 
and marketing new products and services. 



Instrumental Thinking 



By Shawn Nelton 

Now that Mickey Mouse is a part of 
his life, George L. Hines knows that 
things will never be the same. 
His firm, Georges Music, Inc., has 
nine stores in Pennsylvania and Florida, 
including one— as of last fall— at the Walt 
Disney World Resort near Orlando, Fla. 

Hines road to the Disney entertainment 
empire goes back to Spring 
City, Pa. He was 22 and just 
out of college when he 
opened his first George's 
Music store there in 1977. 
He signed up teachers to give 
instruction in various musi- 
cal instruments and stu- 
dents to take lessons. 

Because he didn't have 
money for inventory, he put 
his own instruments up for 
sale. He had a teaching de- 
gree in history but loved 
musk— he started on piano at 
age 6 and later learned to 
play drums, guitar, and saxo- 
phone. 

"Music was something I felt 
really passionate about/ says 
Hines. w After I graduated, I 
wanted to do my passion first, 
if I could," Hines T commercial 
landlord provided materials 
to build teaching studios. "I 
literally had no money/ Hines 
says. It took him six weeks to 
build the teaching rooms. By 
opening day he had signed up 
87 students. 

Today the company, based 
in Berwyn, Pa., a Philadel- 
phia suburb, has eight 
George's Music stores and 
the sizzling Guitar Gallery, 
which opened last year in the 
new Downtown Disney West 
Side entertainment complex 
at Disney World. 

There it keeps company 
with such glitzy venture^ ;i> 



Bongos Cuban Cafe, owned by singer Glo- 
ria Estefan and her husband, Emilio; Vir- 
gin Megastore, owned by British recording 
magnate Richard Branson; and a Planet 
Hollywood restaurant. 

Hines did not approach Disney; rather, 
Disney officials sought him out and invited 
him to make a proposal for a guitar-store 





concept that would work at Disney World. 
"It was like starting all over again, because 
I had to move out of my box,* says Hines. 
He loved the challenge. 

Hints knew that most Guitar Gallen 
customers would be vacationers and 
tourists rather than the hobbyists who 
come to his other stores. *We had to re- 
think everything," he says. "We had to re- 
think profit margins. We had to rethink 
the merchandising. We had to rethink the 
presentation, and we had to rethink the 
hiring process. We had to rethink what the 
consumer expected." 

When he got the go-ahead 
from Disney, Hines turned to 
Ace Architects of San Fran- 
cisco for the design. He en- 
listed some of the worlds top 
guitar makers — including 
Fender Musical Instruments 
Corp. and C.F Martin & 
Co, — and asked them to 
come up with the best guitars 
they could make. 

Hines wanted to show off 
**how good the current tech- 
nology is in providing really 
high-quality instruments' 1 
and to offer the collectors" 
items of the future. 

The result is a store that 
carries guitars ranging in 
price from $199 to $25,000. 
Its floor, featuring a guitar- 
neck design, is made of black 
stone, with brass frets. The 
decor includes theatrical 
lighting, video monitors spot- 
lighting artist performances, 
and a guitar-shaped checkout 
counter-. Customers can test 
even the most expensive gui- 
tars in an "audition" room. 

Working with Disney has 
influenced Hines and his 
more than 80 employees, es- 
pecially in the way they 
treat customers. Hines al- 
ways felt that customers 

Music is magic for George L 
U tifySB — even more so ww that 
}u 'xtj)wm>riii i)K ita r store itt the 
Wall Dimetj WwM ft-w/f. 
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.should be given more than they expect, but 
it was, he acknowledges, a "frizzy" notion. 

But he learned the importance of 
Specifics when a Disney official pointed out 
a junior at Epcut Center and said: "You 
didn't come to Epcot thinking you were 
going to see that juggler. That's extra.' 

Now. says Hines, Georges Music gives 
new students a $40 "value card" entitling 
them to free merchandise and lessons. And 



he's looking for 40 to 50 more ideas for ex- 
ceeding customers' expectations. 

Hines plans to incorporate more enter* 
tainment into his stores. There will be 
more emphasis on gift items— the gift-buy- 
ing customer, Hines has learned, is just as 
important as the instnmient-playing cus- 
tomer. Hines also expects to open Guitar 
Gallery stores in other parts of the country 

After more than 20 years in business. 



Hines has not lost his passion for music. 
In fact., his encounter with Mickey Mouse 
has enhanced it. 

*I happen to love music," he says. "It 
transcends the financial. It transcends 
the business," 

When he helps someone pick up a mu- 
sical instrument, he says, Tm helping 
someone do something that they'll do for 
their whole life." ■ 



Men With A Message 



By Steve Bates 

■ nspiration struck J.B, Seligman one 
I day when he was placed on hold during 
I a phone call to his bank. He heard a 

I local radio station airing an ad for his 
bank's competitor, and he thought: What a 
lousy way to do business. 

He wondered why companies didn't play 
messages about their Own businesses for 
on-hold callers. Even if the caller waited 
only 10 seconds, Seligman reasoned, he or 
she might hear something that would spark 
interest in the businesss product or service. 

Seligman had found his calling. In 1983, 
he set up shop in Houston marketing con- 
tinuous-loop cassette tapes that busi- 
nesses could play for on-hold callers. 

But the enterprise didn't start ringing 
up big sales until 1989, when Seligman 
met Byron Lancaster in Tampa, Fla., 
where Seligman had moved to be near a 
major client. Lancaster a former Navy air- 
traffic controller, was working on a trans- 
mitting device for FM radio. They fused 
Lancaster's digital technology with Selig- 
man s concept and launched the Message 
On Hold Net wor k. 

Companies of all sizes contract with 
Message On Hold to develop and record 
messages tailored to the firms 1 needs. Each 
client is provided a small machine to hook 
up to its phone system, typically in a util- 
ity closet. Recorded messages are 
processed by a digital chip in the machine 
Message On Hold updates the messages 
when requested by customers, on average 
every two to three months. 

Begun on a shoestring, the company 
now has 30 employees and 15,000 ac- 
counts, and it expects to do about $3 mil- 
lion in business this year But building the 
enterprise hasn't been easy — in part be- 
cause sales representatives constantly 
have to explain what it is they offer and 
why companies need it, 

^When we walk in the door, people don't 
even know what we are," says Uincaster. 
He tells them that a digital chip generates a 
Irngthy. recycling mrssuge al the touch of a 
telephone button. But often, says t^ancaster, 



the potential client s next question is some- 
thing like. "How are you going to put all 
that [message] on that little button?' 

So, as Lancaster, Seligman, and their 
sales force spread the word about the Mes- 
sage On Hold Network, they are simulta- 
neously educating the public about their 
emerging industry — even though they are 
paving the way for competitors to reap the 
benefits as well. "We want the industry to 
l>e strong/ says Lancaster, 37. "There are 
11 million businesses in the United States. 
. . . There's enough for all of us.* 



Seligman, 44, came to Message On Hold 
after a variety of jobs. He started as a 
radio personality in Houston, then tried 
his luck as a rodeo bronc rider. He even 
manufactured and distributed mechanical 
bulls to share the fun with others. But. 
like Lancaster, he knew that a better op- 
portunity had to be out there. 

In its early days, Message On Hold grew 
rapidly Like many entrepreneurs on the 
cutting edge, however, Lancaster and 
Seligman found that being there can be 
painful. "We grew too fast," says Lancaster. 

There were so many salespeople that 
the firm couldn't adequately service its 
customers. Seligman and Lancaster re- 
trenched and caught their breath for a 
couple of years. "Now we're ready to kick 
in the afterburners," says Seligman. 




Explaining their digital chip to business customers is one ot tin bifjfjest chofleitfff s forJ.B. 
Selrywou, left. and Bi/nnt La waster of the \jessnyc (hi Hold Netmrrk, 



The service, ranging in price from about 
to $99 a month, focuses on building the 
customers image more than on trying to 
sell nine kinds of widgets during an on-hold 
period that can last just a few seconds. 

Message On Holds offices exude energy 
and creativity. Music pours through the 
halls. Dress is informal, with certain days 
designated for Hawaiian garb or some 
other offbeat theme. 



The two leaders— Lancaster is CEO and 
Seligman is president— complement each 
other. Lancaster is the more conservative 
and serious of the two; Seligman projects a 
more laid-back, folksy image, asking to be 
willed just M.B.* But the two have lunch to- 
gether every day, make every key decision 
jointly, and go their separate ways when 
the day is done. "We have become success- 
f u I together," says Lancaster. fB 
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Direct Line 



Experts answer our readers 9 questions about 
starting and running their businesses. 

By Stephen Blukehj 
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Adding Value 
To Computers 

I have a software developing and 
consulting firm that also resells 
management software. We would 
like to expand our market by be- 
coming a value-added reseller for 
computer hardware and software. 
Where could I get information on 
starting a computer value-added 
reseller company? 
L.T. t Brjdgemite); NJ, 

Value-added resellers, known in the 
computer industry as VARs or re- 
sellers, are firms that resell manufac- 
turers' computers after installing fea- 
tures or programs that enhance the 
machines' value to users. 

Besides customizing computers, re- 
sellers may help customers set up and 
debug their computers or may provide 
consulting services. 

VARs deal more directly and re- 
peatedly with users than do computer ^ 
manufacturers and major distributors in 
the industry, 

A VARs clients typically are com pa- 



EMPLOYMENT 



In The Hunt 
For Headhunted 

What business or trade associations are 
des ign< 'd s pec ificalK I o r e m ph >> me nt age 1 1 - 
ties? Where can I locate the different kinds 
of trade associations, and are they avail- 
able on the Internet? 
J/H Lot* Yiyti.s 

A comprehensive source of information on 
trade associations of all types is Sat hand 
Truth and Pntfrssiifttal Awteiutionx uf the 
f 'ailed Slates, an annual directory <$85? 
published by Columbia Books in New York 
City. Call toll-free 1-888-265-0600 for more 
information. The directory may also be 
available in your local library. 

The book lists nearly 60 trade associa- 
tions related to employment arranged by 
specialty and subject area. Most are pro- 
fessional organizations dedicated to fur- 
thering training* education, or career op- 
portunities for their members. 

One of the biggest groups, with about 




'///////// 



nies. since their computer needs and 
budgets are big, but individuals may be 
clients as well. VARs also tend to spe- 



59,000 members, is the American Coun- 
seling Association in Alexandria, Va. 
The organization has numerous divi- 
sion* for various specialties, including 
the National Employment Counseling 
Association. Both groups can be reached 
at (703) 823-9800. Membership in ACA 
starts at $100 a year; membership in 
NECA costs $24 a year. 

Groups whose members recruit senior 
and middle-level managers include the 
Association of Executive Search Consul- 
tants in New York City, at (212) 398- 
9556; the National Association of Execu- 
tive Recruiters in Chicago, at (312) 
701-11744; and the Association of Career 
Management Consulting Firms interna- 
tional in Washington, D.C., at (202 > 857- 
1185. 

Few employment-related trade groups 
have home pages on the World Wide Web. 
However, there are numerous employ- 
ment-related sites, some national but 
most regional or local. Some allow you to 
post or read resumes, although these 



cialize in a particular line of busi- 
ness that has a need for unique or 
customized software, such as ac- 
counting. 

The Computing Technology Indus- 
try Association (CompTIAi, based in 
Lombard, III, has more than 7,500 
VAR members and offers networking, 
mentoring, and development re- 
sources. Membership costs $750 a 
year or more, depending on the size of 
the reseller. For more information, 
contact CompTLA at fG30- 268-1818 
or visit wiwticont.pbia.arg on the World 
Wide Web. 

There also are print and electronic 
magazines for resellers, and these 
are typically free to established firms. 
CMP Media, Inc., of Manhasset, N.V.. 
publishes two: Computer Reseller 
Stirs and VARBtimiess, For more in- 
formation, call (847 ) 647-6834; you 
can also subscribe online at 
letcte.nifp.tv/M. 

A similar magazine, Smfa tiRe- 
seliev is published by Ziff-Davis Inc. 
of New York City, For information or to 
subscribe, call (847) 291-5223 or visit 



postings are unregulated and should be 
used with caution. 

One way to find employment agencies 
in your region is through the Yahoo! Yd* 
low Pages iif)i-!fftfa>avom) f part of one of 
the main Internet search-engine sites. 
Also, most major regional newspapers 
have Web sites that include local job-re- 
lated information. ■ 



HOW TO ASK 



Have a business-related question? Mail 
or fax your typewritten query to Direct 
Line, Najtiidn'n Bmhmi 1615 H Street, 
N.W., Washington, D.C. 20062-2000; 
(202) 463-3102. Or transmit your 
question via electronic mail to 
d'mrif 'ineia nbmwjA'Wih Be sure to include 
your address and telephone number. 

Because of the high volume of letters, 
we can answer only those that are chosen 
for publication. Questions may be 
condensed, and writers will be identified 
only by initials and city, 
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Yuletide Heralds 
For Retailers 

I am interested in open- 
ing a store specializing 
in traditional and 
unique Christmas-tree ornaments and 
decorations. Where can I find out about do- 
mestic and foreign suppliers and manufac- 
turers of such items? 
M. F, Ashford, Ala. 

The trade association representing this re- 
tailing niche is NOEL— the National Or- 
nament and Electric Lights Christmas As- 
sociation in Moorestown, N.J. The group 
was formed in 1975 to promote what is 
called the trim-a-tree or hoi id ay -products 
industry, specifically Christmas products 
and related businesses. 

Corporate membership starts at $550 a 
year and rises according to sales volume. 
Call (809) 231-8500 for more information. 

Another useful source of information 
about the Christmas-ornaments business is 
Selling Ckrisitmax iM-nmfionti, a magazine 
published twice a year (January and 
March) by Edgell Cornmunications in Ran- 
dolph, N J. The magazine is free for holiday 
retail companies or $43 for both issues ftar 
nonretailers; to order, call (978) 262-9610, 

On the Internet you can spend hours 



searching the dozens of listings at 
itmmu'hrLstuKtxnmdrtxtiiti. This is primar- 
ily a marketing and information-sharing 
site for companies that se! I ( : r- -^\<..> - . < i i 
ments and other decorations. 
While Christmas is generally a joyous 




time, it can be a tough business, notes 
Wayne Brenner, manager of Bronner's 
CHRJSTmas Wonderland in Franken- 
muth, Mich., which describes itself as the 
world's largest Christmas store. The family 



business was started in 1945 and has 
grown into a year-round operation and 
tourist site, and it also offers decorations for 
observances other than Christmas, 

The company designs, produces, imports, 
and exports more than 50,000 varieties of 
trims and gifts. Bronner notes that the 
store's employment ranges from a low of 
250 to a Christmas-season high of 470. "It's 
a very seasonal husiness. A lot of smaller 
firms just plain close after Christmas, 1 ' 
Bronner says il WeVe been at it for 50 years 
and have weathered a lot of obstacles.' 

Looking For A Fit 
In A Shoe Store 

I'm thinking of starting a shoe store in our 
community of approximately 15,000 peo- 
ple. Where can I find out more about this 
kind of business' 1 

LB. t Fergus Falls, Minn. 

The National Shoe Retailers Association in 
Columbia, Md t has a "New Store Starter 
Kit" that helps people who are interested 
in starting a retail shoe store. Call 1-800- 
673-8446 for information. 

The group offers low -cost or free con- 
sulting for start-ups. The membership 
fee depends on store size and starts at 
$195 a year. i 
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Only $69,95 

Includes all four 
videotapes, 
workbook & quiz 



Prepare lor die next century with your copy' of The 1 Isi Cerium Manager. 
I( puis the emphasis on the person and the role, not just theories of 
management. The tapes cover four different management skills, 

LEADER • Understand people and CONNECTOR • Learn ways to connect 
develop skills to guide and inspire, with people and systems to maximize 

productivity 

MANAGER • Become a systems 

expert and respond to changing PERSUADER • Find out how to sell 
needs and opportunities, ideas and plans. 

Order Toll-Free! 1 -800-547-5995 • Fox Your Order 1 -202-463-5641 
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Reforming Consumer Bankruptcy Law 
W 



' hen indMduals use bankruptcy to wade their debts, 
their creditors are seen as the only losera. 
That view is inaccurate. In a landmark study 
on the broad economic impact of bankruptcy, the WEFA 
Group, an international economic-research and consult- 
ing organization based in Eddystone, Pa., declared: 

"The economy as a whole incurs financial costs due to the 
personal-bankruptcy system, and these costs ultimately 
must be absorbed by all consumers, 
both through higher prices and more- 
expensive credit." 

WEFA estimates the total losses, to 
be shared by all Americans, will be 
more than $220 billion between 1997 
and 2000. 

And many of the people walking 
away from their debts are not by any 
means the people the bankruptcy 
system was designed to help — indi- 
viduals overwhelmed by debt 
through little or no fault of their own 
and in need of a fresh start. 

George J. Wallace, counsel to the 
American Financial Services 
Association in Washington, D.C., says: 
''Sharp increases in the number of con- 
sumer bankruptcy cases have . . . led 
some to conclude that bankruptcy has 
lost its stigma- — that many individuals 
file bankruptcy not because they need 
to but simply because it's easier than 
paying their bills " 

The sharp increases cited by Wallace have occurred since 
1978, when Congress made the bankruptcy system more 
riebtm-lnendlv: ( onsumer bankruptcy filings totaled 
172,000 that year; the annual total then grew rapidly, reach- 
ing nearly 1.35 million last yean 

That growth occurred w T hen the economy was for the most 
part strong and expanding, when bankruptcies could rea- 
sonably have been expected to fall, or at least to increase 
slowly. But the increase from 1995 to 1997 alone, a time of 
unintei-rupted boom, was 40 percent 

The record number of filings in a healthy economy, their 
toll on the economy and the evidence that too many |)eople 
who could pay all or part of their bills are exploiting the 
bankruptcy system are factors behind the drive in Congress 
to bring law more in line with reality. 



Economic Costs Of 
Consumer Bankruptcies 

Estimated cosls— in billions oft dollars— for 
canceled debts, collection efforts, and legal 

expenses in bankruptcy proceedings. 





Annual 
Cost 


Cumulalive 
Cost 


1997 


$44.3 


$44.3 


1998 


50.9 


95.2 


1999 


58.6 


153.8 


2000 


67.4 


221.2 
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The bipartisan Consumer Bankruptcy Reform Act is 
sponsored by Sons. Charles E. Grassley, R-Iowa. and 
Richard J. Durbin. D-TIL That bill and similar measures 
sponsored in the House by Reps. Bill McCollum, R-Fla., 
and George W Gekas, R-Pa., would, basically, put far 
greater emphasis on ability to pay in consumer bank- 
ruptcy proceedings. 
Grassley said in intmlueing the measure Unit it will **dis- 
coiu-rigi' casual bankruptcies by send- 
ing a dear signal that you can't file for 
bankniptcy and walk away from your 
debts if you have the ability to repay 
some portion of those debts. This Ls a 
simple and sb-aightfurward idea whose 
time has come." 

In filing for protection under 
current bankruptcy law, consumer- 
debtors nearly always choose 
liet ween Chapter 7, which allows 
discharge of obligations, and 
Chapter 13, in which a schedule of 
payments is arranged by the debtor 
and creditors under court supervi- 
sion. (Chapter 11, providing for 
reorganization of t he debtor's 
finances, is also an option, but less 
than 0.1 percent, of personal 
bankruptcies fall in this category) 
Chapter 7 filings represent 70 per- 
cent of consumer bankruptcy filings 
and more than 90 percent of the lasses. 
Under the Grassley-Durbin bill, 
bankniptcy judges could shift debtors to Chapter l:i, or dis 
miss a case outright, if the debtor could repay 21) | x>reent or 
more of the debts from which he or she is seeking relief. 
Creditors could ask judges to move debtors to Chapter 13 
or dismiss their cases, 

Surveys show that Americans oppose by overwhelming 
majorities the idea that individuals who incur debts and are 
able to pay all or part of them should have legal permission 
to walk away from those obligations. 
Inaction on reform would carry a high price. 
As the Financial Services Association s Wallace says in ar- 
guing for enactment of reform legislation: If bankruptcy fil- 
ings continue to increase at the current rate, "the problem 
will only get larger and the American bill-paying consumer 
vriD only pay more.** » 




Todayfe inflight meal: 
your competitor's lunch. 



Hear that delicious sizzle? It's the sound of the Citationjet, searing the sky at speeds 
150 mph faster than its turboprop competitor. And yes, that aroma is the smell of success. 

The Citationjet cruises faster, climbs quicker, soars higher, travels farther, and gets you 
in and out of shorter runways than the old-technology turboprop. Yet the aerodynamically 
advanced Citationjet actually costs less to operate. It's also easier to fly. The Citationjet is 
certified for single-pilot operation. 

If you need an aircraft that can get you there before your competitor, and get you 
back home for dinner, contact Roger Whyte, Senior Vice President, Sales and Marketing, 
at 1-800-4-CESSNA. And bon appftit 
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CHEVY ASTRO. SD BIG. IT COVERS THOUSANDS OF CITY BLOCKS. 

The Chevy 'Astro Cargo Van gives you over 1 70 cubic feet of cargo space, So even though it has the 
most cargo room of any competitive midsize cargo van, its still easy to maneuver through crowded city streets. 

Chevy, The most dependable, longest-lasting trucks on the road, f Call 1-800-950-2438 

for Astro Information or visit wvyw.chevrolet.com 
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Powell Calls For Action 





In the keynote 
address at the 
Chamber's annual 
meeting, retired Gen. 
Colin Powell, 
chairman of 
America's Promise — 
The Alliance For 
Youth, urged 
bu s mess to help 
prepare young 

■ people for the work 

§ force. 



Retired Gen. Colin Powell, 
speaking at the annual meet- 
ing of the U.S. Chamber of 
Commerce, urged business to become 
more involved in helping young people 
gain the skills necessary to enter the 
work force of the 21st century. 



Powell, chairman of the Joint Chiefs 
of Staff under Presidents Bush and 
Clinton, is now chairman of America's 
Promise — The Alliance For Youth. 
The organization, based in Alexandria, 
Va., works with businesses and 

Co,tti«t« d On ftu/r U'A 



■ OSHA Victory 

The U.S. Chamber won a delay 
in the implementation of an 
OSHA program after the organi- 
zation filed a lawsuit challenging 
the agency's actions. Rage 2A 



■ Lawmaker Awards 

See whether your senators and 
representative received the 
Chamber's Spirit of Enterprise 
Award for the votes they cast in 
1997.Piiges4A-7A. 



■ Health Care 

Strong opinions and conflicting 
views on new health-care pro- 
posals suggest fireworks to come 
in the emerging debate over addi- 
tional mandates. Page IMA. 
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Global Leadership 



Action Urged On IMF Measure 



The U.S. Chamber of Commerce has 
called on Congress to approve addi- 
tional funding for the International 
Monetary Fund (IMF) f which the 
Chamber called the "key to pre- 
serving U.S. global leadership.** 

The IMF, in which 182 coun- 
tries participate, makes loans to 
financially troubled nations, usu- 
ally in exchange for reforms in 
their financial, industrial, and 
I rade policies to preclude fur- 
ther economic crises. Countries 
that borrow from the IMF, 
based in Washington, must 
repay the loans with interest. 

The Chamber is leading a 
coalition of businesses — known 
as the Ad Hoc Coalition for IMF 
Replenishment — urging law- 
makers to approve an additional 
U.S. contribution to the IMF of 
$18 billion. 

About $3.5 billion would go to 
an emergency fund for countries 
facing severe economic crises, 
including ailing economies in 
Asia, notably Soiuh Korea, 
Thailand, and Indonesia. The other $14,5 
billion represents the United States* 
share of an increase in the IMF V capital 
base recently approved by IMF member 
countries. 

The U.S. contribution to the IMF is Belt 



at 17.8 percent of the total fund, currently 
about $35 billion, 

"Effective and timely restabilization of 
financial systems is strongly in the inter- 




At a Feb. 1 1 news conference on Capitol Hill, U.S. Chamber 
President and CEO Thomas J. Donohue, at the dais, was joined by, 
from left foreground, former U.S. Trade Representative Carl a 
Hills, former U.S. Labor Secretary Robert Reich, and, in the back- 
ground, other members of a business coalition that is baching 
additional U.S. funding for the International Monetary Fund. 



est of the U.S. and all countries engaged 
in international trade and investment," 
said U.S. Chamber President and CEO 
Thomas J, Donohue at a Feb. 11 news con- 
ference announcing formation of the IMF 
coalition. "A U.S. leadership lapse in this 



critical economic realm may have dire ptH 
litical and even national-security conse- 
quences.*' 

In March, the House Banking and 
Financial Services Committee 
approved legislation authorizing 
the $18 billion U.S. contribution 
to the IMF. The measure is spon- 
sored by House banking panel 
Chairman Jim Leach, R-Iowa. 

But some lawmakers want any 
additional U.S. contribution to be 
accompanied by measures to re- 
form the IMF, such as require- 
ments that loan agreements with 
countries be made public and 
that outside economic analysts 
be allowed to review the reforms 
the IMF would impose on na- 
tions that borrow from the fund, 
Donohue said that the U.S. 
contribution "should be made 
quickly — without attachment of 
unrelated policy objectives that 
would slow down congressional 
action — before developments 
pass us by and it is too late for 
assistance to have any meaning- 
ful impact/' 

In urging Congress to approve the 
IMF funding to deal with the Asian fi- 
nancial crisis, Donohue said thai if the 
United Stales doesn't act, "millions of 
small companies will be affected." 



■ Legal Victory 

Chamber Wins Court Action 
To Delay 0SHA Program 



The U.S. Chamber of Commerce won 
a critical victory Feb. 17 in its dis- 
pute with the Occupational Safety and 
Health Administration over the agency's 
Cooperative Compliance Program. 

The U.S. Court of Appeals for the 
District of Columbia Circuit In 
Wasliington issued an emergency stay of 
the workplace-safety program after con- 
sidering the Chamber's Jan. 22 lawsuit 
against OSHA and the Chamber's re- 
quest to block the program. The court's 
order prohibits implementation of the 
program, which the business organization 
says coerces firms into complying, until 



the court decides on its legality. 

Under the program, companies are re- 
quired to establish a written safety and 
health program, to identify and correct, 
all workplace hazards, to set up worker 
safety committees, and to provide OSHA 
with safety and health data above what 
is currently required by law; 

Although the program has been hilled 
as voluntary, more than 14.IHHI companies 
in 15 targeted indusirios received letters 
from OSHA requiring that they comply 
with the program's "instinct ions 1 by Feb. 
17 or face mandatory inspections* 

The program targeted industries— and 



companies in those industries — that had 
injury rates that were twice the national 
average. 

In its lawsuit, the Chamber asked the 
court to stop implementation of the pro- 
gram and strike it down. The court is ex- 
pected to rule in the fall on whether to 
nullify the program. 

In its brief to the court, the Chamber 
contended that the "instructions" in 
OSHA's program are, in fact rules that 
should have been subject to public notice 
and comment. 

OSHA has tried for several years to im- 
plement as regulations several of the* pro- 
visions in the Cooperative Compliance 
Pmgram, The rules have been rejected or 
postponed by Congress, in par! because 
of business opposition. 

Also, the Chamber stated, inspections 
based on a firm's failure to comply with 
the OSHA program — rather than on evi- 
dence of a workplace violation— would 
lie unconstitutional. 
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■ Board Meeting 

Principles On Surplus, 
Social Security Adopted 



The board of directors of the I S. 
Chamber of Commerce! meeting 
Feb, 2:i, approved statements on two key 
issues facing Congress: how to use a fed- 
eral budget surplus and how to reform 
Social Security 

The Congressional Budget Office* 
which recently updated its projeciions. 
expects u surplus of $.s billion in fiscal 

\m. 

The board-adopted statement says the 
Chamber recognizes that there arc laud- 
able uses for any surplus, such as paying 
down the national debt, cutting taxes, 
funding new investments in transporta- 
tion, and fixing entitlemenl programs. 
Hut the organisation also recognizes that 
taxes collected as a percentage of the 
gross domestic product are the highest 
since 1948, 

The statement also says that federal 
trust funds should not be used to mask 
deficit spending in other areas of the fed- 
eral budget. 

These principles, according to the 
board, will guide the Chamber as the de- 
bate unfolds: 

■ The Chamber should evaluate and 
support or oppose individual federal 
spending proposals on their own merit .-. 

■ The Chamber should evaluate tax 
proposals based on their impact on the 



economy and with the realization that 
current levels of taxation are excessive. 

■ Deficit spending must he avoided. 

■ Funds collected by the government 
for a specific purpose, such as trans- 
portation investment, should be fully ex- 
pended for that purpose. 

■ Whether or not to run a budget sur- 
plus and how to use it should be a reflec- 
tion of well-thought-out fiscal policy that 
takes into account spending needs and 
priorities, funding options, the tax bur- 
den, and the country's debt position* 

On reform of the Social Security sys- 
tem, the Chamber board noted that the 
current pay-as-you-go system is unsus- 
tainable, 

According to the system's trustees. 
Social Security is projected to go broke 
in 2029. 

As efforts to reform the system 
progress, the ( 'hainhcr hoard stated, re- 
form proposals should: 

■ Addre>> the sy Mom's lone-term fi- 
nancing problem. However, no reform 
should unduly burden future generations 
to pay for the benefits of the current 
generation. 

■ Utilize the eJV he capital 
market to provide for advanced funding 
of Social Security obligations and to en- 
courage long-term investments. 



Former U.S. Defense Secretary Dick Cheney, 
chairman, president, and CEO of Halliburton 
Co., addressed the U.S. Chamber board 
of directors at its February meeting. 

■ Require individuals, employers, and 
the government to have a role in ensur- 
ing retirement-income security 

■ Not reduce significantly the earrari 
levels of Social Security retirement in- 
come and benefits. 

■ Encourage continuation of the vn|- 
untary employer-sponsored retirement 
system* 

■ Prohibit any government control 
over the investment of Social Security 
eon tri I >u Lions. 

■ Require that adjustments in benefits 
made for inflation reflect actual increases 
or decreases in the cost of living. 

■ Require thai any increases in the re- 
tirement age reflect actual trends in age 
and health a( retirement, 

■ Prohibit increasing payroll taxes as 
a way to bring the system into balance. 

■ Not involve means-test int: of bone- 



■ Leadership 

New Officials Head Chamber Board 



William (L Little and Will F, 
Nicholson Jr. assumed the posi- 
tions of chairman and vice chairman, re- 
spectively, of the l r .S. Chamber of 
Commerce for 1998-99 at the business 
federation's annual meeting r'eh. _:>. 

Little is president and CKO of Quarn- 
Nichols Co,, Inc., of Chicago. The 130- 
employee firm manufactures commercial 
and industrial audio equipment. 

Little, who has served on the 
Chamber's board of directors since 
February 1094, succeeded Michael S. 
SI a rues, chairman, president, and CEO 
of MS. Carriers, Inc., a trucking com- 
pany in Memphis, Tenn. 



Will F. Nicholson Jr., 
U.S. Chamber vice 
chairman for 1998-99. 



Nicholson is chairman of Rocky 
Mountain IiankCard System of Denver. 
He has served on the Chamber's board 
since April VMl 

In accepting the chairmanship of the 
Chamber, Little told the board that he 
plans to locus on work-force preparation 
during his tenure, 

"Business is facing one of its toughest 
challenges " said Little. "We have been 
given the responsibility of finding pro- 
ductive and rewarding work for millions 
of people who need jobs but have been 
trapped in a welfare system that poorly 
equipped thern with skills for the work- 
place" 
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The Spirit 



The U.S. Chamber of Commerce pre- 
settled its mm mil Spirit of Enterprise 
Aimnf to (>2 senators and 2U tvp- 
imentatires at a Feb. J ivceptiou 
oh Capitol Hill The fawmakn^ 




U.S. Chamber President and GEO Thomas J. 
Donohue, left, talks with Spirit of Enterprise 
winner Rep. John A. Boehner, R-Ohio, chairman of 
the House Republican Conference. 





Bruce Jos ten, left, the Chamber's execu 
trve vice president for government affairs 
discusses issues with House Majority 
Leader Richard K, Armey, R-Texas. 



Among the award winners was, above, Sen, 
Frank H. Murfcowski, R-Waska, left, shown 
with Chamber Concessional and Public 
Affairs Director Doug Loon, At right, award 
recipient Ren, F AHen Boyd Jr., D*Fta. r right, 
taflts with Joe Thetssen, a director with the 
Chamber's Office of Congressional and 
Public Affairs, 





Bill Morley, a director with the Chamber's 
Office of Congressional and Public Affairs, re- 
views lawmakers 1 Chamber vote ratings with 
Rep. Jane Harman, D -Calif., who was honored 
with a Spirit of Enterprise Award. 



Rep. Barbara Cubin, R-Wyo., 
accepts her award from 
Chamber President and CEO 
Thomas J. Donohue. 



4' "k 



Rep. William M. Thomas, R-CaJrf., left, chairman 
of the House Ways and Means Subcommittee on 
Hearth, discusses hearth-care issues with Chamber 
Senior Vice President Lonnie Taylor and Cecelia 
Adams of the Chamber's Office of Congressional 
and Public Affairs. 
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Enterprise 



inch (ding those featured here, were 
houoml for their stmug mpjmi of 
business daring 1997. (Far ike 
complete list ofmnne)^ see Pages 
6A and 7 A) 




Above, Rep, Anne M, Northup, R-Ky. T right, 
talks about Issues with, from left, Chamber 
lobbyists Randy Johnson, J.T. Taylor, and 
Tina Tabb. At left, Chamber President and 
CEO Thomas J. Donahue, left, converses 
with Senate Assistant Majority Leader Don 
NkAles, R-Ohla. 



Above, Rep. Merrill Cook, R~Utah, right, 
talks with Ed Kaleta of the Chamber's 
Office of Congressional and Public 
Affairs, in photo at right, Randy Johnson, 
left, the Chamber's vice president for 
labor policy, discusses labor issues with 
Rep. Cass Sallenger, R-N.C. 



f 




Rep. Chris John, D-La.» right, talks with 
Brian Wid of the Chamber's Office of 
Congressional and Public Affairs. 



Chamber President and CEO Thomas I. 
Donohue, left, congratulates Spirit of 
Enterprise winner Rep. J.C. Watts, R-Okla. 



Above, Rep. Roger Wicker, R-Miss., left, 
accepts his award from Chamber Senior 
Vice President Lonnie Taylor. At right, 
Rep, Thomas Ewing, R-lll., left, talks 
with Chamber Executive Vice President 
Bruce Josten. 
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The Spirit Of Enterprise 



Listed here are the H2 I \S. senators and 
242 representatives who received the 
US. Chamber of Commerce Spirit 
of Enterprise Award for votes 
cast in 1997. 

The award is given to lawmak- 
ers who last year supported the 
Chamber's position on legislation 
at least 70 percent of the time. 




Senate 

ALABAMA 

Jeff Sessions (Rj 70% 
Richard C. Shelby (R) 90 

ALASKA 

Frank H Murkowski (Rj 100 
Ted Stevens (R) 80 

ARIZONA 

Jon L. Kyi (R) 70 
John McCain (R) 100 

ARKANSAS 

Tim Hutchinson (R) 80 
COLORADO 

Wayne Allard(R) 80 
DELAWARE 

Joseph R. Biden Jr. (D) 70 
William V, Roth Jt(R) 100 

FLORIDA 

Bob Graham (D) 80 
Connie Mack (R) 80 

GEORGIA 

Max W Cleland (D) 80 
Paul Coverdell (R) 90 

IDAHO 

Larry E. Craig (R) 100 
Dirk Kempthorne(R) 100 

ILLINOIS 

Carol Moseley-Braun (D) 70 
INDIANA 

Richard G. Lugar(R) 90 
IOWA 

Charles E. Grassley (R) 100 
Tom Harton (D) 70 

KANSAS 

Sam Brown&ack (Ri 100 
Pat Roberts ( R) 90 



Each member's percentage rating, 
listed below, is based on an analy- 
sis of votes wist on selected busi* 
ness issues. For the complete 
analysis, which includes all 
lawmakers, see the February 
issue of The Business Advocate. 
Representatives are listed by 
district within their states. 



KENTUCKY 

Mitch McConnell (R) 100 
LOUISIANA 

John B, Breaux (0) 70 
Mary Landrieu (0) 70 

MAINE 

Susan M. Collins (R) 80 
Olympia J. Snowe(R) 70 

MICHIGAN 

Spencer Abraham (R) 90 
MINNESOTA 

Rod Grams (R) 80 
MISSISSIPPI 

Thad Cochran (R) 90 
Trent Lott (R) 90 

MISSOURI 

John Ashcroft (Rj 70 
Christophers. Bond (R) 100 

MONTANA 

Max Baucus fD) 70 
Conrad Bums (R) 78 

NEBRASKA 

Chuck Hagel fR} 100 
NEVADA 

Richard H Bryan (0) 70 
NEW HAMPSHIRE 

Judd Gregg (R) 100 
NEW MEXICO 

Pete V. Domenici (R) 100 
NEW YORK 

Alfonse M. D Arnato (Rj 70 



OKLAHOMA 

Don Nickles (R) 

OREGON 

Gordon Smith (R) 
Ron Wyden (D) 

PENNSYLVANIA 

Rick Santorum (R) 

RHODE ISLAND 

John H. Chafee (R) 

SOUTH CAROLINA 
Strom Thurmond (R) 

SOUTH DAKOTA 

Urn Johnson (D) 

TENNESSEE 

Bill Frist (R) 



100 



100 

70 



90 
100 
80 
70 
100 



NORTH CAROLINA 

Jesse Helms (R) 

OHIO 

Mike DeWine (R) 



70 

80 



TEXAS 

Phil Grarnm {R) 80 
Kay Bailey Hutchison (R) 100 

UTAH 

Robert Bennett (R) 100 
Orrin G. Hatch (R) 100 

VERMONT 

Jim M. Jeffords (R) 100 
VIRGINIA 

Charles S. Robb (D) 70 
John W. Warner (R) 100 

WASHINGTON 

Slade Gorton (R) 100 
Patty Murray (D) 70 

WISCONSIN 

Herbert H. Kohl (0) 80 
WYOMING 

Michael B. Enzi <R) 70 
Craig Thomas (R) 90 



House Of 




nepreseniaiive& 




ALABAMA 




1 Sonny Callahan (R) 


90% 


2 Terry Everett (R) 


80 


3 Bob Riley (R) 


78 


4 Robert B. Aderholt (R) 


80 


5 Robert E. "Bud" 




Cramer Jr (D) 


80 


6 Spencer Bachus (R) 


90 


ALASKA 




AL Don Young (R) 


80 


ARIZONA 




1 Matt Salmon (R) 


70 


3 Bob Stump (R) 


90 


4 John Shadegg (R) 


80 


5 Jim Kolbe(R) 


100 


6 J.D, Hayworth (R) 


90 


ARKANSAS 




3 Asa Hutchinson (R) 


90 


4 Jay Dickey (R ) 


80 


CALIFORNIA 




1 Frank Riggs (R) 


100 


2 Wally Herger fR) 


90 


4 John Doolittle (R) 


80 


15 Torn Campbell (R) 


80 


19 George P. Radanovich (R) 


80 


20 Calvin Dooley (O) 


90 


21 William M, Thomas (R) 


100 


23 Elton Gallegly (R) 


100 


25 Howard "Buck" McKeon (R) 90 


27 James E. Rogan (R) 


80 


28 David Dreier (R) 


100 


36 Jane Harman (D) 


80 


39 Edward Royce(R) 


80 


40 Jerry Lewis (R) 


80 


41 Jay Kim (R) 


100 


43 Ken Calvert (R) 


100 


44 Sonny Bono (R} # 


90 


45 Dana Rohrabacher (Ri 


80 


47 Christopher Cox (R) 


75 


43 Ron Packard (R) 


100 
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49 Brian Bilbray (R) 80 

51 Randy Cunningham (R) 100 

52 Duncan Hunter (R) 80 

COLORADO 

3 Scott Mclnnis (R) 90 

4 Bob Schaffer (R) 90 

5 Joel Hehey (R) 80 

6 Dan Schaefer (R) 90 

CONNECTICUT 

4 Christopher Shays (R) 70 

6 Nancy L Johnson (R) 80 

DELAWARE 

AL Michael Castle (R) 90 
FLORIDA 

1 Joe Scarborough (R) 70 

2 F. Allen Boyd Jr. (D) 80 
4 Tillie Fowler (R) 90 

6 Cliff Stearns (R) 70 

7 John Mica (R) 100 

8 Bill McCollum (R) 90 

9 Michael Bilirakis f R> 100 
10 C.W. "Bill" Young (R) 100 

12 Charles Canady (R} 100 

13 Dan Miller (R) 100 

14 Porter J. Goss (R) 80 
16 Mark Foley (R) 100 
18 lleana Ros-Lehttnen (R) 90 

21 Lincoln Diaz-Balart (R) 70 

22 E. Cfay Shaw Jr. (R) 100 

GEORGIA 

1 Jack Kingston (R) 80 

3 Michael Collins (R) 80 

6 Newt Gingrich (R) 100 

7 Bob Barr (R) 80 

8 Saxby Chambiiss (R) 88 

9 Nathan Deal (R) 90 

10 Charles Norwood (R) 90 

11 John Linder (R) 100 

IDAHO 

1 Helen Chenoweth (R) 70 

2 Michael Crapo (R) 70 

ILLINOIS 

6 Henry J. Hyde(R) 70 

8 Philip M. Crane (R) 80 

10 John Edward Porter (R) 90 

11 Jerry Weller (R) 80 

13 Harris W. Fawe/I (R) 90 

14 J. Dennis Hasten (R) 100 

15 Thomas Ewing (ft) 80 

16 Donald Manzullo (R) 90 
18 Ray LaHood (R) 80 
20 John M, Shimkus (R) 80 

INDIANA 

3 Tim J Roemer (D) 70 

4 Mark Souder (R) 80 

5 Steve Buyer (R) 100 

6 Dan Burton (R) 80 

7 Edward A, Pease (R) 90 

8 John M. Hostettle' (R) 80 

IOWA 

1 Jim Leach (R) 100 

2 Jim NusslefR) 100 



3 Leonard L Boswell (D) 70 

4 Greg Ganske (R) 70 

5 Tom Latham (R) 100 

KANSAS 

1 Jerry Moran (R) 90 

2 Jim R. Ryun (R) 100 

3 Vincent K. Snowbarger (R) 100 

4 Todd Tiahrt (R) 90 

KENTUCKY 

1 Edward Whitfield (R) 100 

2 Ron Lewis (R) 78 

3 Anne M. Northup \H) 100 

4 Jim Bunnmg (R) 90 

5 Harold Rogers (R) 90 

6 Scotty Baesler (D) 70 

LOUISIANA 

1 Bob Livingston (R) 100 

3 W.J Billy" Tauzin (R) 100 

4 Jim McCrery (R) 100 

5 John C. Cooksey (R) 100 

6 Richard H. Baker (R) 100 

7 Chris John (D) 100 

MARYLAND 

1 Wayne Giichrest (R) 90 

2 Robert Ehrfich Jr. (R) 90 
6 Roscoe Bartlett (R) 90 

8 Constance A. Morella (R) 90 

MICHIGAN 

2 Peter Hoekstra(R) 100 

3 Vernon Ehlers (R) 90 

4 Dave Camp (R) TOO 

6 Fred Upton (R) 90 

7 Nick Smith (R) 90 
11 Joseph Knollenberg (R) 100 

MINNESOTA 

1 GilGutknecht (R) 100 

2 David Minge (D) 70 

3 Jim Ramstad (R) 90 
7 Coltin Peterson (D) 70 

MISSISSIPPI 

1 Roger Wicker (R) 100 

3 Charles "Chip" 

Pickering Jr. (R) 90 

4 Mike Parker (R) 90 

5 Gene Taylor (D) 80 

M/SSOURI 

2 James Talent |R} 80 
4 Ike Sketton (D) 76 

6 Pal Danner (D) 70 

7 Roy Blunt (R) 90 

8 Jo Ann H Emerson (R) 90 

9 Kenny C. HuishoMR) 90 

MONTANA 

AL Rick A. Hill (R) 80 
NEBRASKA 

1 Doug Bereuter (R) 90 

2 JonChnstensen (R) 100 

3 Bill Barrett (R) 100 

NEVADA 

1 John Ensjgn (fl) 80 

2 James A, Gl&bom, 80 



NEW HAMPSHIRE 

1 John E.Sununu(R) 100 

2 Charles Bass (R) 90 

NEW JERSEY 

3 Jim Saxton (R) 80 
5 Marge Roukema (R) 80 
7 Bob Franks (R) 90 

1 1 Rodney Frelinghuysen (R) 90 

12 Michael Pappas (R) 70 

NEW MEXICO 

2JoeSkeen(R) 100 

3 Bill Redmond (R) 100 

NEW YORK 

2 Rick Lazio (R) 80 

13 Susan Molinari(R)** 80 
19 Sue W, Kelly (R) 70 
22 Gerald B.K Solomon (R) 78 

24 John McHugh (R) 80 

25 James T. Walsh (R) 80 
27 Bill Paxon (R) 90 

30 Jack Quinn (R) 78 

31 Amo Houghton Jr. (R) 90 

NORTH CAROLINA 

2 Boo Ethendge (D) 70 

3 Walter Jones Jr. (R) 80 

5 Richard M BurMR) 90 

6 Howard Coble (R) 90 

7 Mike Mcintyre (D) 80 
9 Sue Myrick (R) 90 

10 Cass Ballenger (R) 100 

11 Charles K Taylor (R) 100 

OHIO 

1 Steve Chabot (R) 100 

2 Rob Portman (R) 90 

4 Michael G Oxiey (R) 100 

5 Paul E Gi/lmor (R) 89 

7 David Hooson (R) 90 

8 John A. Boehner fR) 100 

12 John R. Kasich(R) 80 

15 Deborah Pryce I R) 100 

16 Ralph Regula(R) 90 
18BobNey[R) 80 
19 Steven C. UTourette (R) 90 

OKLAHOMA 

1 Steve Largent (R) 90 

2 Tom Cobum (R) 78 

3 Wes W. Watkms fR} 89 

4 J.C. Watts (R) 89 

5 Ernest Istook Jr, (R) 89 

6 Frank D. Lucas (R) 90 

OREGON 

2 Robert F. Smith (R) 100 
PENNSYLVANIA 

5 John £. Peterson <R) 100 

6TimHolden(D) 70 

7CurtWeldon(R) 89 

8 Jim Greenwood (R) 90 

9 Bud Shuster (R) 90 
10 Joseph M. McDade(R) 80 

13 Jon D. Fox (R) 90 

16 Joseph R< Pitts (R) 100 

17 George W, Gekas(R) 100 

18 Mifce Doyle (D) 70 

19 William F Goodling (R) 90 
21 Philip S English (R) 70 



SOUTH CAROLINA 




2 Floyd Spence (R) 


90 


3 Lmdsey Graham (R) 


90 


4 Bob Inglis (R) 


90 


SOUTH DAKOTA 




AL John R. Thune (R) 


90 


TENNESSEE 




1 William L. Jenkins (R) 


100 


2 John J. Duncan Jr. (R) 


80 


3 Zach Wamp (R) 


80 


4 van Hiiieary (H) 


90 


5 Bob Clement (D) 


80 


6 Bart Gordon (D) 


70 


7 Ed Bryant (R) 


100 


8 John S, Tanner (Dj 


80 


TEXAS 





1 MaxA.Sandlin(D) 70 

2 Jim Turner (D) 80 

3 Sam Johnson (R) 100 

4 Ralph M. Hall (D) 80 

5 Pete Sessions (R) 90 

6 Joe Barton (R) 78 

7 Bill Archer (R) 100 

8 Kevin P. Brady (R) 100 

11 Chet Edwards (D) 70 

12 Kay Granger (R) 100 

13 William "Mac" 

Thornberry (R) 100 
17 Charles W, Stenholrn (D) 90 

19 Larry Combest (R) 100 

21 Lamar S. Smith |R) 100 

22TomDeLay |R) 100 

23 Henry Bonilla (R) 90 

26 Richard K Armey (R) 100 



UTAH 



1 James V. Hansen (R) 


90 


2 Merrill Cook(R) 


80 


3 Christopher Cannon (R) 


90 


VIRGINIA 




1 Herbert H. Bateman (R) 


100 


2 Owen B Pickett (D) 


80 


4 Norman Sfsisky (D) 


70 


5 Virgil K GoodeJr. ID) 


80 


6 Bob Goodlatte (R) 


100 


7 Thomas J Bliley Jr. (R) 


100 


10 Frank R. Wolf (R) 


90 


11 Thomas M. Davis III (R) 


100 


WASHINGTON 




1 Rick White (R) 


100 


3 Linda Smith (RJ 


70 


4 Doc Hastings (R) 


100 


5 George R. Nethercutt Jr. (RJ100 


8 Jennifer Dunn (R) 


100 


WISCONSIN 




1 Mark Neumann IR) 


90 


2 Scott Klug (R) 


70 


6 Thomas E. Petri (R) 


80 


9 F. James 




Sensenbrenner Jr. (R) 


80 



WYOMING 

AL Barbara Cubin (R) 71 

•Died Jan. 5.1998 
' " No longer a member of Congress 
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■ Ballot Results 

91% Oppose Medicare Expansion 
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percent said bene- 
fits should be tied 
to income. Just b.o r 
percent said that 
the amount of in- 
come subject to 
the Social Security 
tax should be in- 
creased. 

In expressing 
their views on who 
could lead more 
effectively on the 
issues of Social 
Security and 
Medicare reform, 
WiA percent said 
Congress, and 6.3 
percent said 
Clinton. Just over 
27 percent said 
Congress and the 
president would 
be equally effec- 
tive. 



Rep. William M. Thomas, R -Calif., right, administrative chairman of the 
National Bipartisan Commission on the Future of Medicare, looks over 
Business Ballot poll results on Medicare reform with Joe Theissen, a direc- 
tor in the U.S. Chamber's Office of Congressional and Public Affairs. 



In The Economy Wanes 



KM ore than 91 percent of the respon- 
1*1 dents to the latest Business Ballot 
poll of U.S. Chamber of Commerce 
members believe that Medicare should 
not be expanded to cover more peoj fe. 

Agreeing with President Clinton that 
it should be expanded were 8,7 percent 
of the respondents. 

Clinton has proposed lowering the eli- 
gibility age for Medicare to 62 from 65, 

The trustees of Medicare — the 
healthcare program for the elderly and 
i hose with long-term disabilities — said 
in their latest projection that the pro- 
gram will go broke by 2007 unless 
changes are made. 

On another federal entitlement ques- 
tion, 63.5 percent of the respondents said 
they would like to see privatization of the 
Social Security system considered as ai 
option to help preserve it 

Among the other chokes offered for pre 
serving the program, 14.1* percent of th 
respondents said the eligibility age for re 
ceiving benefits should be raised, and 1 



■ Business Outlook 

Confidence 

(Jusiness owners' confidence in 
^3 Americas economy fell at the outset 
of 1998 after finishing strong in 1997, ac- 
cording to the U.S. Chamber of 
Commerce's Business Ballot member 
poll. 

The Business Confidence Index, 
based on the bimonthly poll, fell to 60,4 
in February from 63.1 in December* 
perhaps as a result of the continuing fi- 
nancial crisis in Asia, 

The December index was the highest 
since August 1997 and the second-high- 
est since December 1994. (See the 
chart.) 

The Business Confidence Index is 
based on responses to the three eco- 
nomic-outlook questions in each 
Business Ballot poll. The ballot also sur- 
veys readers 1 attitudes on other timely 
issues, such as legislation pending in 
Congress. 

In the most recent economic poll, re- 
spondents who said they expected the 
economy to improve over the next six 
months dropped to 27.15 percent of the 
total from 35.3 percent in December. 



Those who believed the economy 
would worsen in the next six months 
rose slightly, to 18.6 percent from 17.9 



Business Confidence Index 




percent in Decern her. Nearly 54 percent 
said they expected no change in the 
economy, compared with 46.8 percent in 
the December poll who expected no 
change. 



As for their own firms, 45. \ percent— 
down from 50.fi percent in December — 
said they expected sales to increase 
over the next six months. 

The percentage of respondents ex- 
pecting sales to drop was 12.1 percent 
in February compared with 12.2 per- 
cent in December. Expecting no change 
were 42.5 percent of the respondents, 
up from 37.2 percent in December. 

On the employment front, 27.5 per- 
cent of the respondents said they ex- 
pected to add jobs over the next six 
months, down from 31,4 percent in 
December. A smaller share of respon- 
dents in February — 7 percent, com- 
pared with 8.5 percent in December — 
said they expected to cut jobs. 

Respondents expecting no change in 
the size of their work forces accounted 
for G4.8 percent, compared with G0.1 
percent in December. 

Please respond to this mouth's 
Business Hal It it, which teas hi the plas- 
tic wrapper with this magazine and 
your April Nation's Business. 
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GRASSROOTS ACTION 



U.S. Chnmber of Commprcp Fecleraf ion 



Join The Chamber's Network Of Legislative Activists 



Tl 
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The Grassroots Action Information Network of the U.S. 
ham her of Commerce (GAIN) helps Chamber members 
lecome more involved in the legislative process. It helps them 
communicate effectively with their senators and 
representatives and alerts them to action on federal legislation 
important to business. 

< -hamber members can join GAIN — at no charge — to 
ceive timely information on legislative issues and developments 
of interest to them. As legislation advances in Congress, GAIN 



members receive issue "Backgrounders/' "Updates" "Action 
Calls," and "Vote Watches." Information can be sent by Tax or 
mail, depending on each GAIN members preference, 

To join GAIN, fill out the application below and on the 
following page and mail it to: GAIN, I US. Cham tor of 
Commerce, EO. BoxK8, Kensington. Md. a#95-98H. or fax this 
page and Page 10A to 1301 > -UiWill9. Be sure to select only the 
issues on which you want to be kept informed on a very timely 
basis. 



SECTION I: General Information <! l !i<tsi type or print dearly.) 
J Mr, □ Mrs, U Ms. J Dr. 

Name 



First Middle* Initial 

Title 






Suffix 


Business/Organization 


Business Address 


City 




State 


ZIP 



Telephone Number ( ) 



Fax Number ( ) 




rim • 



How would you prefer to receive GAIN information? □ Fax □ Mail 

In the future, e-mail will he an option for receiving GAIN infarmatiort. If yem would like to rva ive informal am rki e-mail, plea** 
inform us of your address: 



Indus! ry or Field (cheek alt thai apply): 




j Agriculture Q Electric, Gas 

□ Communication □ Finance/Insurance/Real Estate 

j Construction □ Health Care 

J Distribution J Information/Technology 


□ Manufacturing 

□ Mining 
J Retail 


j Sendees 

J Transportation 

J Other 


Number of Employees: 








j Under 10 □ 50-99 
J 10-49 □ 100-249 


J 250-499 
J 500-1,999 


J 5,000+ 


How did you find out about GAIN? 


□ Mai) J LUS. Chamber Briefing 
J U.S. Chamber HtMU'esentativf J Meeting 


□ Publication/Newsletter 

□ Other 


J The Bit si tax* Advaratf 


For associations and chambers of commerce only: 




Number of Members: 

J tinder 500 J 500-999 


J 1,000-2,999 


j :i,000 + 


Type of Member: 


□ Company J Individual 


j Moth 






Operating Budget: 


J Under $49311 J $l(m t <MH)4499,<i99 
J $49.999-*99,999 □ $500,000 4999,999 


□ $1 million-$5 million 

□ Over $5 million 
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SECTION II: Issue Interest 

Listed below are the Chambers legislative-issue 
priorities. These are the public-policy areas identified by 
U.S. Chamber members as being: of the greatest 
importance to business and the national economy. 



Economic Policy 



Ji:;] 
J 132 

tnm 

□ 134 

□ 135 
J 136 

□ 137 

113* 
□139 

□ 140 
3141 
J 1 12 

□ 143 
Jill 

□ 145 
J 146 

□ 147 
9148 
3149 
J 150 

□ 151 

□ 152 

□ 153 

□ 154 



Alternative Minimum Tax Reform 

Balanced -Budget Amendment 

Capital -Gains-Tax Reform 

Cash Method of Accounting 

Environmental Remediation Costs 

Estate- and Gift-Tax Reform 

Economic and Employment Impact of Federal 

Legislation and Regulation 

Expensing of Equipment 

Home-Office Deduction 

[ncome-Tax Reform 

Independent Contractor, Employee Classification 

Individual Retirement Accounts 

International Tax Provisions 

Legislation to Balance the Budget 

Research and Experimentation Tax Credit 

Statutory Reform of the Budget Process 

Subchapter S Reform 

T&x-Limitation Amendment 

Tax Relief for Small-Business Owners 

Work Opportunity Tax Credit 

Employee Stock Options 

Foreign Tax Provisions 

Investment Tax Credit 

Neutral Cost Recovery 



Education And Training 



□ 231 Federal Training and Employment System 
J 232 Welfare Reform 



Entitlement Reform 



□331 Medicare Reform 
□332 Social Security Solvency 



Environment And Resources 



□ 431 Clean Air Quality Standards 

□ 432 Clean Water Act 

□ 433 Environmental Audits 

□ 434 Property Rights 

□ 435 Risk Assessment 

J 436 Solid and Hazardous Waste 

□ 437 Superfund 

□ 438 Endangered Species Act 

□ 439 Farm Programs and Food Safety 

□ 440 Mining- Law Reform 



Please check the box (✓) beside the issues in which you 
want to become involved. You must select issues to 
participate in GAIN. The numbers beside the Issues are 
for coding purposes. 



Global Economics And Trade 



□531 China's Most- Favored-Nation Trade Status 
□532 Fast-Track Trade-Negotiating Authority 
J :>:;: ! Free Trade Area of the Amerieas/NAFTA 

□ 534 International Commercial Strategies and Programs 
J 535 I Unilateral Economic Sanctions 

□ 536 GATT Implementation 

□ 537 Intellectual-Property Protection 

J">;;s Linking Labor and Environmental Issues to Trade 



Health Care 



□ 631 Health-Can* Reform 
□<i32 Workers' Compensation 



Regulatory And Legal Impediments 



□731 Antitrust Reform 

□ 732 Economic Espionage Remedies 

J 733 Federal Government Procurement/ Acquisition 
J7:J4 Improving Federal Regulations 
J 735 Pension Reform 

□ 736 Privatization 

□ 737 Regulatory Accountability 

J 7:s Securities Litigation Reform 

□ 739 Tort Reform 

□ 740 Lobbying Reform 



Transportation And Telecommunications 



J<>\ Telecommunications Infrastructure 
□832 Transportation (e.g. t Economic Productivity; 
ISTEA Reauthorization) 



Work Force, Labor, And Benefits 



J ! '3 1 Da\is-Bacon Re| >eal 

□ 932 Electronic Monitoring 

□ 933 Employer-Sponsored Visas 
□934 Fair Labor Standards Act 

□935 Family and Medical Leave Act (FMLA) 

Amendments 
□93fi Illegal Immigration 

□ 937 Labor Law Reform (e.g., National Labor Relations 

Board, Union Organizing, Union Power) 

□ 93S()SHA(e.g M Reform, Regulations) 
□939 Workers' Right to Know 

□940 Workplace Participation — The TEAM Acl 

□ 941 Minimum-Wage Increases 
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■ Action Needed 

Vote Pending 
On Tax Limit 



The U.S. Chamber of Commerce is 
:t.-kin.u r its members In contact their 
lawmaker's and urge support for a const i- 
tuiional amendment that would limit 
Congress 1 ability to raise taxes* 

The House is set to vote during the 
week of Apiil 20 on a bill that would re- 
f|uire n two-thirds majority of ( Ymgivss 
to raise taxes. Under current law, taxes 
can be raised with a simple niajurity vote. 

The tax-limitation amendment is s|*>n- 
sored by Republican Reps. Joe Barton of 
Texas and John Shades of Arizona and 
Democratic Reps. Ralph M. Hall of Texas 
and Robert E. Andrews of New Jersey. 

Etor the amendment to pass, two-thirds 
of the members of each house of 
Congress — ---'0 in the House and o7 in 
the Senate — must vote for it. 

In urging approval of the tax-limitation 
proposal, Bruce Josten, the Chamber V 
executive vice president for govern mi i nt 
affairs, said in a letter to House lawmak- 
ers: "The two-thirds supermajority re- 
quirement to raise taxes ... would keep 
the pressure on limiting government 
spending in order to maintain a balanced 
budget/* 

Lawmakers van h< navhvd thmmjli tia 
Capital strih'hboara' at WOJ) JJ.UU JL 



■ Legislation 

Labor-Law Reforms Backed 



Testimony 




Martin A. Regalia, center, a vice president and the chtaf economist of 
the U.S. Chamber, told the House Srai Business Committee in testimo- 
ny Feb. 25 that the tax burden on small companies is too high. Regalia 
recommended several reforms, including changes to the estate and gift 
tax, the alternative minimum tax, and the rules governing companies 
organized as S corporations for tax purposes. He also called for reform- 
ing and restructuring the Internal Revenue Service. Also testifying were 
Karen Kerrigan of the Small Business Survival Committee and Sennte 
Thayer of the National Association of the Self-Employed. 



The U.S. Cham- 
ber of Com- 
merce is backing 
legation designed 
to make improve- 
ments in the Na- 
tional Labor Rela- 
tions Act (NLRA) 
and its enforcement 
Peter ( \ Rnusus, 

director of corpo- 
rate human re- 
sell ires for Gay- 
lord Entertainment 
Corp. of Nashville, 
Tenm, outlined the 
Chamber's position 
on the package of 
measures before a 
congressional panel 
on Feb. 5. 

RotlSOS told tile 

Hnuse Kducation 

and the Workforce Subcommittee on 
Employer-Employee Relations that the 
legislation would make the NLRA 
fairer for small businesses and their 
employees. 

The act, adopted in 1935, governs 
union organizing, collective bargaining, 
and other- matters related to labor-man- 
agement relations. 

Rousos called the legislative package of 
changes "fair, rational, and farsighted." It 

includes the Truth 

in Employment 
Act, the Fair 
Hearing Act, the 
Justice on Time 
Act, and the Fair 
Access to Indem- 
nity and Reim- 
bursement Ad. 
T!ir j four bills were 
combined into a 
single measure, ti- 
tled the Fairness 
for Small business 
and Employees 
Act. 

The Chamber 
witness said the 
measures would 
"address serious 
problems arising 
under the 
| NLRA] and the 
procedures used 
by the (National 
Labor Relation- 




House Employer-Employee Relations Subcommittee Chairman Cass 
Ballenger, R-N.C*, "left, discusses labor-law reforms with U.S. Chamber wit- 
ness Peter Rousus, right, and second, from right, Peter Eide, the Chamber's 
manager of labor policy. 



Board] to enforce that law/ 1 The legis- 
lation would: 

■ Allow an employer to refuse to hire 
any person "who seeks or has sought 
employment ... in furtherance of other 
employment or agency status." 
( urrently, under the labor-relations act, 
an employer cannot deny employment 
to a person who applies for a job with 
the Specific intent of organizing the em- 
ployer's workers or inflicting economic 
harm to put the nonunion company out 
of business. 

■ Require the National Labor 
Relations Board to hold hearings to de- 
termine on a case-by-case basis the ap- 
propriateness of union bargaining units 
at one or more locations of a multiple- 
facility employer. The NLRB was con* 
sidering a regulation that would have 
recognized single-location bargaining 
units. 

■ Require the NLRB to render a de- 
cision within one year of filing on com- 
plaints of unfair labor practices in which 
an empJoyer is alleged to have dis- 
charged an employee in an effort to en- 
courage or discourage union member- 
ship. Since MM . the board generally 
has taken more than 500 days to issue 
decisions in cases alleging unfair labor 

practices. 

■ Allow a small business or a labo 
organization to recoup attorneys* fees 
and expenses incurred in fighting an 
NLRB complaint if the company or the 
union prevailed in the case. 
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Annual Meeting 



Blue Chip Honorees, 
Powell Are Highlights 



Continued From Page lA 
volunteer groups to help 15 million "at- 
risk 1 * vouths gain needed job and life 
skills. 

He made his remarks as the keynote 
speaker at a Chamber symposium on 
work-force prepara- 
tion that was part of 
the Chamber's an- 
nual meeting. 

Powell told the 
hundreds of people 
gathered at the 
Chamber's head- 
quarters in Washing- 
ton and those watch- 
ing via satellite at 
200 downlink sites 
nationwide that sev- 
eral resources are 
needed to support Hf- 
risk children . includ- 
ing mentoring pro- 
grams, safer schools 
and neighborhoods, 
better access to 
health care, volun- 
teer-service opportu- 
nities, and more 
involvement by busi- 
nesses in working 
with schools and pro- 
viding summer jobs 
and internships. 

"We want to help 
our children get the 
marketable .-kills they need for the 21st 
century," he said. "And the U.S. Cham- 
ber of Commerce can play a vital role in 
making that happen." 

Chamber President and CEO Thomas 
J. Donohue told Powell that the business 
federation will encourage it* members to 
hire and work with young people. 

"We are pledging to do everything in 
our power to mobilize and motivate 
American business behind this vital cam- 
paign to prepare young people for \ >n e 
duetive work lives/' said Donohue, **It*s 
great for business, and it's the right 
thing to do for our country/' 

Donohue also said that the Chamber 
will encourage its member companies to 
consider hiring the disabled, welfare re- 
cipients, and retirees. 



"With a low unemployment rate, a 
growing economy and an aging popula- 
tion," said Donohue, "business has a 
compelling need to identify mid tap new- 
sources of workers at all skill levels/ 1 

Herbert London, president of the 



| 






The 1998 national honorees in the Slue Chip Enterprise Initiative received their trophies at 
the Chamber r s annual meeting Feb. 23. from left are Sandy Gray of American Hardwood Co 
of Gardena, Calif.; Margaret Me Entire of Candy Bouquet International, Inc., of little Rock, 
Ark,; Robert A. Juniper Jr. of Three^C Body Shop Inc. of Columbus, Ohio; and Jim St oval I of 
Narrative Television Network of Tulsa, Okla. 



Hudson Institute, an Indianapolis-based 
organization that looks at future trends, 
discussed the coming labor shortage and 
the demographies of the next century 

The Hudson Institute and the Cham- 
ber have teamed up to conduct a study of 
how the work force will change by 2020. 

The symposium also featured Govs. 
Tommy G. Thompson, R-Wis„ and Frank 
Keating, R-Okla., who talked about the 
welfare-to-work initiatives in their re- 
spective stales and the need for business 
to be involved in welfare-to-work pro- 
grams. 

Other leaders who participated in the 
symposium included Tony Coelho, a for- 
mer Democratic congressman from Cal- 
ifornia who is chairman of the Presi- 
dent's Commission on Employment of 



People with Disabilities, and Fred 
Grandy a former GOP representative 
from Iowa who is president and CEO of 
Goodwill Industries International. Co- 
ehlo encouraged companies to hire peo- 
ple with disabilities, and Grandy dis- 
cussed community efforts to help train 
the unemployed. 

Also participating were Eli Segal, 
president and CEO of the Welfare to 
Work Partnership, and Aida Alvarez, ad- 
ministrator of the Small Business Ad- 
ministration, who pointed out the various 
resources available to businesses looking 
to hire welfare recipients, 

Donohue called on 
Chamber members 
and all businesses to 
become more in- 
volved in issues re- 
lated to work-force 
development, includ- 
ing welfare -to -work 
initiatives, education 
reform, and job 
training. 

He said that the 
Chamber is commit - 
ted to helping com- 
panies find and pre- 
pare workers for 
the coming millen- 
nium. 

A major highlight 
of the annual meet- 
ing, which followed a 
meeting of the 
Chamber's board of 
directors, was the 
recognition of the 
four 1998 national 
designees of the 
Blue Chip Enter- 
prise Initiative. The 
annual program 
recognizes small firms that have sur- 
mounted challenges and emerged 
stronger. 

The honors program is sponsored by 
Massachusetts Mutual Life Insurance 
Co. (known as MassMutual— The Blue 
Chip Company), the U.S. Chamber, Na- 
tion's Business, and "First Business," 
the Chamber's weekday morning televi- 
sion news program. 

The 1998 honorees are American 
Hardwood Co. of Gardena, Calif.*, 
Candy Bouquet International, Inc., of 
Little Rock, Ark.; Narrative Television 
Network of Tulsa, Okla.; and Three-C 
Body Shop Inc. of Columbus, Ohio. Tin 1 
companies are profiled in the April 
issue of Sutiou's Hnsittrss, beginning 
on Page 36. 
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■ Issue Symposium 

Views Clash On Health Mandates 



Pending federal health- 
can* mandates may 
encourage businesses to 
cancel their health insur- 
ance and simply pay 
workers the cash value of 
the. benefits. U.S. Cham* 
ber of Commerce Presi- 
dent and CEO Thomas J. 
Donohue warned lawmak- 
er. 

Donohue, speaking at 
a health-care symposium 
at the Chambers Wash- 
ington headquarters Feb. 
2 1, told White House and 
congressional officials 
participating in the event 
that federal health-man- 
date proposals would cre- 
ate suc h a huge business 
liability that many companies would 
simply stop offering health benefits. 

Workers, he said, would be left to 
find health-insurance policies on their 
own, with only cash assistance from 
their employers. 

If legislation pending 
in Congress is enacted, 
"we'll recommend to 
every business in the 
country to give their em- 
ployees a check and get 
out of the health-care 
business," said Donohue, 
who also is president of 
the National Chamber 
Foundation, the Cham- 
ber policy-research affili- 
ate t hal sponsored ( he 
symposium. Donohue 
was referring particu- 
larly to the proposed Pa- 
tient Access to Responsi- 
ble Health Care Act 
sponsored by Rep, 
Charles Norwood. R-Ga., 
and Sen. Alfonse M, 
D'Amato, R-N.Y. 

Norwood was among 
the speakers at the bi- 
partisan symposium, 
which also featured Chris 
Jennings, deputy assistant tn President 
Clinton for health-care policy The pro- 
gram also included congressional lead- 
ers, health-care-industry executives, and 
business leaders, all of whom offered a 
wide range of innovative alternatives to 
expanded government control. 




Reps. Charles Norwood, R-Ga., and Anne M. North up, R-Ky., clashed over 
Norwood's healthcare bill at a Feb. 24 symposium on health care; the symposium 
was sponsored by the National Chamber Foundation. 



The Norw'ood-D'Amato legislation 
would establish several new medical 
consumer protections, including re- 
quirements that managed -care plans 
pay for emergency care that a "prudent 
layperson" would deem necessary. It 
also would allow pa- 
tients to appeal to an 
external reviewer the 
decisions reached by 
health-care plans. 

"The problem is that 
many [health-mainte- 
nance organizations] do 
deny care, and that 
puts human beings at 
risk," Norwood said. 

The legislation also 
would repeal a liability 
provision in the 1974 
K m pi oy ee Re t i rem e n \ 
Income Security Act 
(ERISA); this would 
allow employees to sue 
their health [dans for 
damages under state 
malpractice laws. 

Critics say the Nor- 
wood and D'Amalo bills 
ill.li. 1415 and S. (544) 
would greatly expand 
the m ed i c a I- m al pra c t ice 
liability of managed-care plans and in- 
surance firms and would create a new 
liability for employers whet offer health- 
insurance benefits. 

Bruce Josten, the U.S. Chamber's 
executive vice president for govern- 
ment affairs, described the Norwood 
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Chris Jennings, President 
Clinton's deputy assistant for 
health-care policy, defended the 
president's recently proposed 
health -care "bill of rights" during 
an address at the Chamber's 
health-care symposium. 



bill as "a trial lawyer's 
dream but an employer s 
nightmare." 

Like Norwood, Jen- 
nings is the architect of a 
proposal that business 
finds especially troubling, 
He helped write ['resident 
Clinton's proposed health- 
care "bill of rights," an- 
nounced in mid-Novem- 
ber in response to 
recommendations of a 34- 
member health-cai'e advi- 
sory commission the pres- 
ident appointed nine 
months earlier. 

At press time, Clin- 
ton's proposal had not 
been introduced as legis- 
lation in Congress. The 
plan would give patients a wide range erf 
new legal powers over their doctors, hos- 
pitals, ami insurers. 

Critics say the Norwood-D'Amato 
and Clinton proposals would impose 
costly restrictions on managed-care 
health plans, directly or indirectly result- 
ing in new government mandates that 
would increase health care expenses for 
employers and their workers. 

The leading business group tiftMSHlg 
these and other proposals is the Health 
Benefits Coalition, which includes the 
U.S. Chamber and a wide range of trade 
groups and businesses. 

A Chamber Healt h lienefil.s Coalition 
| >< j 1 1 of small -business owners that was 
released at the symposium indicated a 
strong negative reaction to possible in- 
creased health -care costs and liability ex- 
posure. The poll suggested that many 
small businesses would drop their health 
coverage for employees if new mandates 
significantly increased the costs of the 
benefit. 

Donohue noted that health care is 
"without question the most emotional, 
complex, and divisive domestic Issue fac- 
um our nation." The poinl was illustrated 
later in the pn>gram when Rep, Anne M. 
Northup, R-Ky., clashed sharply with 
Norwood over his proposal for new fed- 
era) controls. 

Donohue said that new federal 
health-care mandates, even if well-inten- 
tioned, would increase the ranks of the 
uninsured because fewer small busi- 
nesses and (heir worker.- would be able 
to afford health-care coverage. 
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Litigation 



NCLC Awaits Rulings 
On Key Business Cases 



Among a number of recent moves, the 
i National Chamber Litigation 
Center took action on behalf of business 
in court cases on environmental and 
punitive-damages issues. 

The NCLC, the public-policy law firm 
of the U.S, Chamber of Commerce, filed 
friend-of-the-eourt briefs in the cases, 
which are still to be decided. 
Here are case overviews: 

Clean Water And 
Endangered Species 

The NCLC is asking two U.S. appeals 
courts to reject the U.S. Environmental 
Protection Agency's attempts to force 
states to abide by terms of one federal law 
when they are seeking approval of pro- 
grams under a separate federal statute. 

The action arises from an EPA re- 
quirement that states comply with miles 
of the federal Endangered Species Act 
as a condition for getting EPA approval 
of their clean-water-permit programs 
under the federal Clean Water Act 

The case involved is American Fotrst 
& Paper Ansae iat ion <\* EPA At issue is 
the EPAs interpretation of a section of 
the ( lean Water Act. The agency said 
the statute requires states to consult 
with the U.S. Fish and Wildlife Service 
to ensur e that state elean-water permits 
w ould not jeopardize species or habitat 
listed or proposed for listing under the 
federal Endangered Species Act, 

The NCLC pointed out in separate 
briefs to the 5th Circuit Court of 
Appeals in New Orleans and the 10th 
( ireuit Court of Appeals in Denver that 
none of the criteria in the federal Clean 
Water Act or in the EPA's regulations 
for implementing that law refer in any 
way to the Endangered Species Act. 

The appeals courts in New Orleans 
and Denver are healing cases involving 
clean-water-permit programs for 
Louisiana and Oklahoma, respectively. 

As a condition for approving Louisiana's 
and Oklahoma's clean-water-permit pre 
grams, the EPA required those states 1 
compliance with provisions of the 
Endangered Species Act 

Under the state programs, permits 
are issued in le; applicants make dis- 
charges into bodies of water in the re- 
spective slates. 




The EPA maintains that approval of 
state programs is a federal action that 
allows the U.S. Fish and Wildlife Service 
to approve or deny individual permits 
based on compliance with the species 
statute. 

The NCLC argues, however, thai "the 
courts have consistently recognized that 
where a state 
[dean-water] pro- 
gram application 
satisfies [Clean 
Water Act] crite- 
ria EPA must ap- 
prove" the state's 
application for a 
program. 

Also, savs the 
NCLC. "the 
courts have re- 
peatedly recog- 
nized that fed- 
eral involvement 
in program dele- 
gation and over- 
sight does not 
equate to a fed- 
eral action' for 
[Endangered 
Species Act] purposes." 

Allowing the EPA to link requirements 
of the Endangered Species Act with ap- 
proval of state clean-water programs will 
directly affect every commercial indus- 
trial, and municipal entity that is required 
to have a state-issued elean-water permi- . 
says Charles Ingram, associate manager 
of resources policy for the UJS. Chamber, 

Permit holders, he notes, will be re- 
quired to increase their monitoring and 
screening of discharges, and facilities 
could be forced to add new controls for, 
or have limits placed on, their dis- 
charges. Even common land uses, such 
as farming -md road const ruction, could 
he restricted or prohibited, says Ingram. 

Punitive Damages 

In the punitive-damages case, Lane and 
VUkipando pa Hughes Aircraft Corp.. 
the NCLC is asking the California 
Supreme Court to reverse an appellate 
court ruling that vacated a lower court's 
decision to throw out a jury's large puni- 
tive-damages award and to grant a new 
trial. 



Jeffrey Lane, an aerospace engineer 
with Hughes, claimed that he was denied 
a promotion because of his race, and 
David Villalpando, Lane's supervisor, 
claimed that he was denied a promotion 
because he supported Lane. Both sued 
the company for lost wages and emo- 
tional tl is tress. 

A trial jury found in favor of both 
workers and awarded them $8f).o million 
in compensatory and punitive damages, 
one of the largest jury verdicts in the 
history of American employment law. 

The trial-court judge issued a "judg- 
ment notwithstanding the verdict" for 
Hughes and offered Lane and 
Villalpando a new trial. 

The appeals court overturned the trial 



court's decision but cut the punitive- 
damages award from &S0 million to $7.s 
million and reinstated the compensatory 
damages of £4 million for lost wages and 
£o,o million for emotional distress. 

"This reinstated award for the denied 
promotions is more than a $17.3 million 
mistake." says llohin Conrad, vice presi- 
dent of the NCLC. "It is a classic exam- 
pie of the offhanded way in which far too 
many companies are overpunished in 
this country/' 

in its brief supporting the low T er 
courts decision to throw out the jury 
verdict and grant a new trial, the NCLC 
argues that the court of appeals "deci- 
mated the trial courts traditional power 
to grant a new trial based on excessive 
damages for emotional distress." The 
NCLC also argues that the appeals 
court failed to perform its constitutional 
duty to look at the punitive-damages 
award in light of the conduct being pun- 
ished and that the court failed to look 
at the "extraordinary deterrent and 
punitive effect" of the large compen- 
satory -damages award. 
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Regulations 



Action Urged On Mandates Bill 



A bill pending in Congress 
would provide lawmakers 
with better infonnation about the 
costs and consequences of federal 
laws and regulations on the pri- 
vate sector, says the U.S. 
('hamlHTn^ minima 

Bruce Josten, the Chamber^ 
executive vice president for gov- 
ernment affairs, urged Congress 
to act swiftly on the Mandates 
Information Act, which hr i sairl 
would "help make Congivss more 
responsive to the burdens im- 
posed on business by iH~eonskl- 
eivd mandates." 

He made his remarks in testi- 
mony before the Senate Budget 
< ommittee on Feb. 12. 

The mandates measure is spon- 
sored in the Senate by Sen. 
Spencer Abraham. [{-Mich., and 
in the House by Reps, Rob 
Pbrtman, R-Ohio, and Gary A- Condit, 
D-Calif. 

Thomas D. Hopkins, an economist 
with the Rochester Institute of 
Technology, estimates thai federal man 




Bruce Josten, the U.S. Chamber's executive rice president 
for government affairs, urged the Senate Budget Committee 
to move quickly on a bill that would limit federal mandates 
on the private sector. 



The Mandates Information Act 
would require the Congressional 
Budget Office to estimate the im- 
pact of all bills' private-sector 
mandates on consumer prices, on 
workers' wages and employment 
opportunities, and on small-busi- 
ness hiring, expansion, and prof- 
itability 

The legislation would allow a 
lawmaker to call for a potnt-of- 
m der vote on any mandate that 
would exceed $100 million in an- 
nual costs to the private sector A 
point of order prohibits further 
floor action on the measure unless 
a majority of the House or the 
Senate votes to waive the point of 
order. 



dates cost U.S. businesses and individu- 
al- about $7llO billion a year. His findings 
were published by the Center for t he 
Study of American Business at 
Washington University in St. Louis. 



( nil tfttiir M ftntht* tint! n }nvsf. nta 
tin and ask them to support the 
Mandrill** Information Act, Also 
myv thrnt to hrt/in rntts/deivtion of tin 
meaxwres, & 889 in the Senate and lift 
IQiQ in the House. Ijttmmh f$ MM h 
ivavhrd tlnvngh the Cnp'dol switvhb<Korl 



CLASSIFIED 
ADVERTISING 



Nation's 



Market Place 



BUSINESS 
OPPORTUNITIES 



INTERNET CONSULTANT REVEALS 
How (o mate a fortune FREE InlOfrnattm 
Call 1-800-571 -3833 Ext 1 



LET THE GOVERNMENT FINANCE your small 
business. Grants/loans |p $800,000 Free record- 
ed message 0270 j MXi > 



MEDICAL BILLING Start your own IhiiIiwh 
Prooees heailh insurance ctarms electronically 
No experience required. Eicefleni income poten 
rial Irwestmenl $4995-58995. F'inandng avail 
ade NCS 80G2Q7 3?t i erterwt 32i 



BUY IT WHOLESALE 

GENERAL MERCHANDISE 29431 Products' 
AM types Lowest Prices lo Retail, Mail Order & 
Flea Market Sellers Wrrte Cresjco-8A76 668 
Mam a Wilmington, MA 01887 



INTERNET SERVICES 



FREE Internet Advertising!! 



15 Al Our Higti 
f FREE! 1 NO 



ore vour P/txJucfs And $ewc?s for 

t For More l formation Wnie or E-Mail 
0 Corporation XT, 60 1 S LaSalle Bwg 
Sune 0 436, Chicago IL 60605 
l, Mlvi I f^A.d$t QstratoCom 



MONEYMAKING 
OPPORTUNITIES 



EARN MONEY 
IN Wholesaling, 3.5O0 Products, prolrts to 300% 
Free details CFM Wholesalers. 44 ti Timber 
Rise MempniB TN 3812S 



MONEY SAVING TIPS 



SAVE up 10 50% on fhe recydeoVreriflng/ of your 
Jet Ink or Laser Joi Carts or Faorc Printer 
Ribbons CALL FOR A QUOTE. Aguariar- 
Tecrmicas Services * 71 2 Spender Highway, t02 
" South Houston, Te*as 77587 * Phone (800) 
944-7108 or (713) 944 5026 (Fa*; 713-944- 
7833) or E-Mail aquarianoi@copuserw com 



OF SPECIAL INTEREST 



FREE Newsletter tor home businesses 
AvcxJ scams' Send: LSASE io Aguna PO Box 
3125>5 New Brauntete, TX 78131-2515 



OF SPECIAL INTEREST 



FREE REPORT! 
The People Who Read This Boom Wffl End Up 
Witt >our Money' 1 888 248-2577 Ext 8A 24 
Hrujr' 



PERFUMES 
ORIGINAL DESIGNER FRAGRANCES 
Over 2,000 classes, hard to find and popular fra- 
grances lor men and women at discounts up to 
70" k No irritations To order caS 215-922 2904 
For fragrance list catalog, send S3 00 to 
LeParfunwr Pepf BA 437 Chestnut Stfeef. 
MKfitoft* PA 1 9i 06 



Send inquiries to; 
Rft Box 1200 
Washington. 

20013 
Attention: 
Classified Advertising 
or 

CALL TOLL FREE 
800-424-6746 

or 

write to us at: 

ct assud @« bin tig iu m 
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Here are some of the most important products and services offered by the U.S. Chamber. 




■ How Your Members 
Of Congress Voted 

The latest 
edition of the 
Chambers How 
They Voted \s 
now available. 

The guide 
features sena- 
tors' and rep- 
resentatives" votes in the first 
session of the 105th Congress 
on selected issues of importance 
to business in 1997. 

Included are descriptions of the 
issues chosen by the Chamber in 
determining its vote ratings for 
each member ot Congress and the 
business federation's position on 
those issues. Two sets of ratings 
are included— one based on votes 
cast in 1997 and one based on 
each senator s and representative s 
Chamber vote rating during his or 
her congressional tenure. 

To order the guide, call 
1-800-638-6582. In Maryland, call 
1-800-352-1450 Copies are $10 
for Chamber members and 512 for 
nonmembers. Ask for Publication 
Wo. 0520. 

■ Productivity 
Survey 

Businesses can participate in a 
benchmarking survey being spon- 
sored by the U.S. Chamber and 



organizational-management firms 
Franklin Covey Co. and Vitality 
Alliance Inc. 

The survey is aimed at helping 
companies evaluate their productiv- 
ity efficiency and will be used to 
create a national Productivity 
Benchmark Index 

State and local chambers of 
commerce and associations that 
refer their members to the survey 
can raise nondues revenue by 
doing so. The cost to U.S. Chamber 
member companies that participate 
in the study is S15 for each worker 
who completes a survey. 

For more information, call 
Vitality Alliance at (801) 344-8611. 

■ Doing Business 
On The Internet 

A free seminar = 
on using the = _ET=_ 

internet to make r ~~ ® 

money and 

expand your business— sponsored 
by IBM Corp. and produced by 
the Chamber— will be held April 8. 

The program will air via satellite 
from 1 to 3 p.m. Eastern time at 
downlink sites nationwide. 

The seminar will feature 
Kendra Bonnett, an Internet expert 
and author of Doing Business on 
the Internet published by IBM. 

For more information about the 
seminar or to find the downlink 
site nearest you. call the Chamber 
at 1-600-835-4730 or (202) 463- 
5940 



■ Airborne Express 
Discounts Available 

Through a special arrangement 
between the Chamber and Airborne 
Express, Chamber members can 
save up to 33 percent on the cost 
of overnight shipments to nearly 
anywhere in the United States and 
to the more than 200 foreign 
destinations served by Airborne 

To obtain the special discount, 
call 1-800-636-23 77 and identify 
yourself as a U.S. Chamber 
member. You will be sent a 
free starter kit. 

■ A Guide To 
Congress 

The Chamber's 1993 
Congressional 
Handbook, a guide 
to the second ses- 
sion of the 105th 
Congress, which 
convened in late 
January, is avail- 
able from the orga- 
nization. 

The handbook includes the 
photographs, telephone and room 
numbers, committee and subcom- 
mittee assignments, and key staff 
members for all senators and rep- 
resentatives in the second session 
of the 105th Congress. It contains 
the locations and telephone num- 
bers of the legislators' district of- 
fices as well. 

Lawmakers are listed alphabeti- 
cal, by state, and separately by 
committee, 

A directory of addresses and 
telephone numbers for the White 
House, CabineMevel agencies, and 
state governors is included. 

The handbooks cost S13 each 
for U S Chamber members and 
Si 6 for nonmembers for orders 
of one to nine copies. Bulk dis* 
counts are available for orders ot 
10 to 99 copies and for 100 or 
more copies. 

To order, call 1-800-638-6582 
Maryland, caill -800-352-1450. 
Request Publication No. 0518. 




■ Economic Journal 

The Center for International Private 
Enterprise (CIPE), an affiliate of the 
Chamber, produces a quarterly 
journal on economic policy in 
newly democratized and other 
developing countries. 

The publication, Economic 
Reform Today, is distributed to 
top government policy-makers 
and business and opinion leaders 
worldwide; it can be ordered by 
calling (202) 721-9200. Issues of 
the journal are also available on the 
Internet's World Wide Web. CtPE's 
Web address is http://www.cipe.org. 

■ Crass-Roots 
Services Guide 

A free guide to the programs, 
services, and publications of the 
Chamber s Office of Membership 
Grassroots Management is avail- 
able by calling 1-800-638-6582, 
In Maryland, call 1-800-352-1450. 
Ask for Publication No 0477. 

Among other programs, the 
grass-roots office manages the 
Chamber s Grassroots Action 
Information Network, the system 
used to alert members to pending 
legislative issues. 

■ Business Cases 
In The Courts 

The National Chamber Litigation 
Center, the U.S. Chamber's 
public-policy law firm, publishes 
The Business Counsel to keep 
companies informed about impor- 
tant business-related court cases 
in which the NCLC is involved. 

The quarterly publication, along 
with a listing of NCLC cases- 
published eight 
times a year- 
Is free to NCLC 
members. 

For more infor- 
mation about the 
NCLC. call Robin 
Conrad at (202) 
463-5337, 




■ Retirement Plans For Small Firms 

The U.S Chamber of Commerce and Fidelity Investments are 
ottering a package of retirement plans and services that are designed 
to be accessible, affordable, and convenient for Chamber members. 
The products— intended primarily tor businesses employing fewer 
than 100 workers— include 401 (k). Keogh. SEP-IRA. and SIMPLE 
(Savings Incentive Match Plan for Employees) plans 

Fidelity provides investment- management and record-keeping 
services as well as materials that employers can use to communicate 
with employees about the plans. 

For more information, 
call Fidelity toll-free at A ft Fidelity 




1-888-RET-PLAN _ — „ m _ 

(1-888-73&7526I Investments 



